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THE MULTINATIONAL CORPORATIONS 
AND THE ECONOMIC INDEPENDENCE 
OF THE DEVELOPING COUNTRIES 


by 
PETKO PETKOV, 
D. Sc. (Economics) 


(Bulgaria) 


The disintegration of the colonial system of imperialism is 
one Of the greatest achievements of our times. The creation of 
scores of new states is a major factcr in the development of 
international relations. Winning their political independence, 
these countries were able to proceed to the solution of huge 
problems: the liquidation of backwardness in the individual 
spheres of their economic and political life, and first and fore- 
most, the winning of economic independence from world imperial- 
ism. 


During the period of colonialism, foreign capital freely 
dominated the natural resources of the enslaved and dependent 
countries. In 1952, the corvorations of six developed cap‘t7list 
countries controlled 89.6 per cent of the mining of 22 major 
mineral raw materials in the backward countries. The winning of 
political independence did not put an end to this control. What 
is more, at the end of the sixties and the beginning of the 
seventies the multinationa! cornoraticns (MNC) intensified their 
expansion in the develoning countries and enlarged its scope. 
This was due to various reasons, cne of which was the growing 
difficulties in the economy of the acvanced capitalist countries 
themselves: the lack or shortage of cheap raw materials of 
hich auality, the rising ccst of manpower, increasing conipetiticn, 
etc. Their exnansion also grew as a result of the fac'lities, 
created by some developing countries in their efforts to encourage 
foreign investments. In order to justify and, mainly, to promote 
this expansion, bourgeois economic science advanced a number 
of theories about the alleged changed nature of the modern 


wee ee 


corporations (the theories about the ‘mature’, ‘multinational’ and 
‘geocentric’ corporations). It is upon these theories that the 
theory about the ‘restricted state sovereignty’ of the naticnal 
state over the economy was founded. 


The domination of the MNCs cver eccnomy of the develop- 
ing ccuntries is in contradiction with their state sovereignty, 
because each independent country must control its economy 
itself, develop it according to its needs. However, this is not 
enough. No country can develcp in isolation, as a self-sufficient 
economic entity. Such a develonoment i¢ nct in its interest. Every 
country should participate in the internaticnal division of labour, 
in internaticnal economic relaticns on the basis cf the principles 
of equality and mutual benefit. The developing countries face 
the task of changing the character of their participation in the 
international capitalist divisicn of labcur, the character of their 
econcmic relations with the develcped capitalist countries which 
have been established by the mcncpolies on an unequal footing. 
Therefore, each ccuntry is economically independent when it is 
in a position to develop its economy according to its needs, to 
part’cipate in the internaticnal division cf labcur and in the 
international economic relations on the basis of the principles 
of mutual benefit and equality. 


The multinaticnal corporaticns are the main obstacle to the 
independent development of the reproduction process in the de- 
veloping countries, because their basic purpose is to get maximum 
profit. The chief means for the achievement of this end are : 
control over the natural resources cf the developing countries, 
their rapacious exploitation, their export at low prices to the 
developed capitalist countries for further processing, the sale of 
the manufactured products to the same developing countries at 
monopoly high prices. The MNCs also avail themselves of cheap 
manpower in the developing countries, of the lack of strict and 
legal labour safety norms and measures on the protection of 
the environment, cf the weak trade union movement, etc. In 
order to intensify their exvloitation of the peoples of the de- 
veloping countries; they strengthen their ties with the local 
reactionary ‘forces, pay bribes, finance plote dnd coups d'état. 
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The struggle of the developing countries for economic in- 
dependence is kting waged under favourable external conditions. 
The states of the world socialist community develop at a rapid 
pace, becoming the most dynamic economic force in the world. 
Their readiness to render all-round assistance to the young 
states in the latter’s struggle for economic liberation from 
imperialism stems from the international essence of socialism. 
The consolidation of the unity among the develop’ng countries 
themselves against the domination of the MNCs is yet another 
important factor. 


The developing countries have attained considerable suc- 
cesses in their struggle against the domination of foreign 
capital. The wave of nationalizations encompassed practically all 
the developing countries and affected most of all the foreign 
companies and the mining industry. The developing countries’ 
sovereign right over their natural resources, their right to 
nationalize cr seize the subsid’ary companies of the foreign 
corporations have been recognized in fundamental United Na- 
tions documents. The socialist countries, includ'ng the Pecple’s 
Republic of Bulgaria, were the first to avail themselves of this 
right in their struggle against foreign capital. 


The success of the struggle for putting an end to the 
domination of foreign capital depends on the character of power 
and on the influence of the progressive forces upon it. Naturally, 
this success is the greatest in the countries with a socialist 
orientation in whose economy foreign canital may participate, 
without, however, keing a dominant power. The economic 
dom‘nation of foreign canital is reproduced on an extended basis 
in the countries with reactionary and pro-imperialist regimes as 
a result of the ‘open doors’ policy with regard to foreign in- 
vestments. 


The develcping countries have a'su scored initial successes 
in their struggle against the multinational corporations in their 
foreign economic relations. The prices of certain commodities 
(oil, for example) -on the world capitalist market are no longer 
determined exclusively by the MNCs. However, the struggie in 
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this sphere is only at its beginning. Its results will depend on 
a number of factors: the further restriction of foreign capital 
in the economy of the individual countries, the consolidation of 
the state sector, the strengthening cof the unity among the de- 
veloping countries which acquires most varied forms — the 
establishment of organizations of the countries exporting a 
given raw material, the extension of the integration processes, 
the establishment of joint companies, the expansion of the 
relations between these countries and the socialist states, the 
development of new forms of these relations (preduction ¢o- 
operation, the establishment of joint enterprises), etc. 


The multinational corporations are adapting themselves to 
the changing conditions. The struggle of the developing countries 
for economic independence, their growing unity, the extension of 
their co-oneraticn with the socialist states, the growing econoinic 
difficulties in the advanced capitalist states (1.e., the present 
economic crisis, the structural crises — in the spheres of raw 
materials and energy, finances. etc.) compel the multinational 
corporations to mcdify the forms of their expansion, to change 
its orientation and even to make certain concessions. All this 
does not alter their essence or their basic purpose : the extraction 
of maximum profits the struggle against the progressive 
rezimes in the developing countries. Under the pressure of the 
aforementioned factors. the MNCs are compelled to adopt such 
forms as joint enterprises, the distribution of production and 
services, etc. These forms, which also offer certain advantages 
to the developing countries, are a means of continuing the ex- 
ploitation of these countries and of binding them to the economy 
of the developed canitalist states. In all cases the participation 
of loca! capital is a factor which largely counters this trend. The 
adaptation of the MNCs is a testimony to their flexibility and 
to their striving to conceal the nature of their expansion. 


The multinational cornorations are also investing capital in 
the processing industries, in their endeavours to impose a new, 
neo-c6lonialist division of labour to the develcping countries, to 
transform them into nroducers of labour intensive products; 
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{o increase their technical and technological dependence (the 
construction of enterprises for the production of details and 
parts, of enterprises with an unifinished production cycle, etc.). 


The sale of a portion of the shares of the MNCs to state 
owned companies and private individuals in the developing 
countries is a peculiar form of adaptation which has developed 
in the past few years. However, this does not change the nature 
of the MNCs. It does nut depend on the national origin of the 
capital and is the same for the corporations of the United 
States, France, the German Federal Republic, Great Britain, 
Belgium, the Netherlands, Japan, etc. The sale of part of the 
shares (less than half, judging by practice so far) is an attempt 
further to strengthen the alliance of monopoly bourgeoisie in 
the developed capitalist countries and the bourgeoisie in the 
developing states, a means of facilitating the expansion of these 
corporations and of concealing their neo-colonial natures. 


In their efforts to overcome their economic backwardness, 
the developing countries are interested in applying the technical 
achievements of the develoned capitalist states, modern techno- 
logy, experience, etc. which are possessed by the MNCs. The 
most advantageous form to this end is to purchase technical 
equipment, licences, patents. They may even allow foreign capital 
directly to operate in their economy, but for specific periods of 
time, to a limited extend and in svecific fields. However, in 
order to reduce the negative effects of such investments, it is 
necessary, to find the most suitable forms, the most profitable 
conditions, to establish control over them and to develop and 
consolidate the state sector of the economy in every respect, to 
carry out profound structural changes and to strengthen the 
relations of these countries with socialist countries. 


The multinational corporations are the nucleus of the mo- 
nepoly capital of the imperialist states, the striking force of 
world imperialism, the main enemy of the progressive changes 
in the developing countries and of their independent develop- 
ment. 


CONSTRAINTS FROM OIL MULTINATIONAL 
CORPORATIONS ON THE ECONOMIES OF 
DEVELOPMENT IN OIL, IMPORTING 

AS WELL AS OIL PRODUCING COUNTRIES 


by 
FRANCESCO PISTOLESE 
(Italy) 


I 


For some time the management of power sources, much 
more so fuel supply and marketing, provided a ground for ccn- 
siderable constraints to bear upon the economies of several 
countries. This has been true at least since 1928, when the 
establishment of the Oil Cartel (Red Line Agreement) prevented 
liquid fuel prices from falling down to compare with producing 
costs, Which would have been most inconveniencing to the coal 
mines interests in central and western Europe. Thanks to the 
Red Line Agreement, the Third Reich could pursue its economic 
growth and eventually set out to war. 


When that was over, the constraints from the same Oil 
Cartel adapted to a new context, with coal withdrawing to a 
marginal position, hich enabled oil prices to go down slowly 
from 1955 to 1970 by final 50 per cent in real terms. Several 
factors have been referred to by a number of authors, as onerat- 
ing to lower oil prices; strongest, in Peter Odell’s view, the 
pressure from manufacturing industry in the pvocess of liberal- 
ization of international trade; such pressure must have heen 
strony indeed when expanding international trade badly needed 
cheap power as well as cheap raw materials to comnensate for 
rising labour costs and fixed costs. A case in point was the 
lowering of natural gas price in US. bv enforcement of a bill, 
upon request from the manufacturing industry. 


Yet in the international oil market (much more extensival+ 
dominated by big corvorations than U.S. domestic market) the 
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manufacturing industry's influence could not have very effective 
had it lacked the agreement of oil companies, or had it happened 
to be not quite as consistent as it was with the views and aims 
of those. The companies in fact, however in a position to com- 
mand directly the most plentiful oilfields in the world — in 
the Arab Gulf — were none-the-less challenged by competition 
on three different levels, namely : 


1. by all number of wildcatters, who thought it still worth 
taking a chance at 1950’s prices; 


2 by nationalized companies, such as ENT in Italy, being 
looked at with sympathy and expectations by newly in- 
dependent oil countries; 


3. Growing crude oil output in USSR, just brimming over into 
international markets, with no hint as to what a prospective 
trade policy would look like: 


it should also be taken into account the start in nuclear 
sources, Which only in 1962 were said to be competitive, but 
the critical time was 1955, when an exceedingly optimistic an- 
nouncement was uttered from the Geneva Conference, with the 
ground for acceptance being provided by the operation of the 
first nuclear power plant at Obninsk (USSR) to be followed by 
a bigger one a year later at Calder Hall (Britain). Only a few 
months earlier, the Oil Cartel had been successful (not without. 
risks or concerns) in taking direct control of Iranian Oilfields, 
and establishing themselves in positions formerly controversial. 
This enabled them that very year, as soon as the nuclear ghost 
made its chains clang, to authorize “spot discounts” and other 
trimmings to crude oil prices. 


In fifteen years such discrete trimmings (besides resulting 
in a halved price) have taken the unmistakable looks of dump- 
ing, may be the most extensive operation of that kind in the 
whole economic history. Its effects are strictly classic : 


1. To discourage wildcatters from wildcatting and welcome 
them as new members of the Cartel, usually referred to by 


the Chase Manhattan Bank as the Group of thirty Com- 
panies (originally seven) ; 


2. To discourage enterprise of nationalized companies, around 
1965 realizing their inability to make to oil producing 
countries any longer more favourable terms than the private 
companies would; 


3. To discourage investment in nuclear power sources, which 
was particularly definite in my country. 


More connections become relevant: in the two decades as 
far considered (unlike sixty or more years ago) a significant 
feature of international trade was the inadequate or marginal 
involvement in it of the two great powers, both vastly self- 
sufficient in primary goods, with the exception of a basic 
acricultural deficit of the USSR, partly compensating the 
structural wheat surplus of America. Without that, the oil 
dumping operation could hardly have been carried on for such 
a length of time and on so large a market as it actually was. 
On the other hand, final power prices in western Europe, how- 
ever shrinking, kept well over the US level, even after the 
nationalization of utilities (in Italy, France, Britain) made it 
possible to cut into intermediate profits and margins; such a 
containment contributed towards financing comparatively heavier 
investments than those keing made in U.S. in the power sector, 
while the difference in final price reflected the difference in 
crvde and natural gas prices to the advantage of U.S. manufactur- 
ing industry. 


The constraints resulting from those factors were undoubted- 
ly effective in determining the guidelines of Western European 
development in the fifties and sixties, and although the prevail- 
ing trend over the two decades was a boom, we find now our- 
selves in a position where no reference to social or moral notions 
is needed any longer to ground a criticism as to the features 
built in that “model”. Amone those it is worth mentioning the 
spread of “optimized” industrial pvoresses and increasingly 
similar and increasingly cheap commodities, al] after the Americ- 


ae ee 


an pattern. This trend was obviously sustained by the falling 
energy and primary goods’ costs, that enabled all western 
countries to expand home markets by yielding to wage increase 
without having to face higher producing costs, with tne rise in 
productivity accounting also for better competitiveness on in- 
ternational markets; yet the growing similarity in industria: 
processes opened the path to a second dumping also from 
American multinational corporations, namely the know-how 
dumping. This was originated within U.S. military expenditure 
where all research costs were accounted for, so that some 
(actually very little) of the resulting know-how could be spun 
off at just marketing costs. In turn, the dependence on American 
know-how to some extent involved several countries in the logic 
of the so-called “product cycle”. 


Research was discouraged not only in the nuclear field, 
but in several more industrial sectors, as well as in nearly every 
enterprise aiming at producing alternative goods, original in 
design and purpose enough for an escape from the “Product 
cycle” similarly discouraged was a great deal of would-be 
commitment to use science and resources for structural innova- 
tion instead of just inflating futile and often degrading con- 
sumption. In my country, the damage could have been still more 
serious, if in a few instances research enterprise, commitment, 
had not been pursued against the odds, as they were: one in- 
stance is thermoelectric and nuclear industry, as well as design 
and production of digital control machinery; also motor car 
industry should be mentioned, which is still highly competitive 
on international markets. It is also true the damage could he 
less, if the government’s attitude had been less abject in their 
obligineness to American agencies and companies of every 
description; if economic planning was pursued; if at least the 
notion would have been understood, that the fall in oil and 
primary goods’ pricés was not suppdsed to go on for any length 
of time. 
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The changes — expectable yet not expected — occurred in 
1971 and following years, mostly in 1973, have come in circum- 
stances, which may be described as much more referred to than 
investigated, this writer has attempted since* 1972, not to yield 
to the oversimplification involved in assuming the single most 
significant factor to be an independent one-sided decision of 
oil-producing countries, too obligingly agreed on by the big 
companies, A recollection may be suggested of some background, 
such as the fall in oil prices in the previous 15 years having 
been not quite as steep as for other primary goods; apparently 
not enough indeed to be mentioned within the context of the 
criticism over the deterioration of trade terms of most develop- 
ing countries, aptly pointed out by UNCTAD and “77 ccuntries” 
conferences. Oil producing countries, or those among them that 
ever tock a militant attitude, usually raised in doing so a demand 
for increasing their output, not prices, a case in point is Iraq, 
for 50 years restrained at a marginal position and market share 
when, after the 1958 revolution, started fighting the companies 
for that restraint, and finally, in 1972, with the nationalization 
of Kirkuk oilfields won a more substantial market share. In 
other instances, the autuae of oil income to princes of sparsely 
inhabited states exhalted its size, obviously huge when compar- 
ed to very low producing costs. 


Only the crisis of the monetary system about 1970, even- 
tually emphasized by the two devaluations of the dollar, and the 
high inflation rates worldwide, provided the onportunity for 
the fall in oil prices to be stopped, and partly compensated for 
hy the reasonable rise stipulated in the Tehran and Tripoli 
agreements in early 1971, this is a quite different notion from 
the induced belief that OPEC countries were as strong in De- 
cerber 1973 as to decide to raise the price by a factor 4, against 
the companies. 
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* The first Baghdad Seminar in 1972. 
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If, on the cther hand, a connection is made to the above 
mention of the previous oil companies’ trade policy as dumping, 
it snould be cons.de.ed that such kind of trade strategy is by 
its very nature limited in time, dumping is done only with a 
purpose, to generate efiects in the market, when this is achieved, 
those who ad.d the dumping would expect being able to raise 
the prices again. Such was indeed the position of oil companies 
in 1973, enjoying a much stronger domination of international 
oil market than a decade earlier; this may be supported by a 
few references, such as: 1) the only two sizeable oil ventures 
outside Middle East and Africa, namely North Sea and Alaska, 
Were also on a majority basis firmly in the hands of the same 
oil companies; 2) the international market for nuclear facilities, 
conveniently limited, was equally dominated by two U.S. com- 
panies, within U.S. themselves integrated with interests vested 
in Oil as well as power sources of every description. The 
competition, which had been cause of concern in the sixties, 
could then be said to be curbed, so that finally the conditions 
for oil prices to rise seemed to be there. 


The opportunity was there, to ke taken advantage of or not 
according on context far too many-sided to be analysed here; 
only a few connections should be recollected : 


a) the very low U.S. competitiveness on international 
markets in the early seventies, when trade deficits 
worsened the unbalances in capital flows (which in 
earlier times used to be compensated for by trade 
surpluses), 

b) irrespective of the steady oversupply of crude oil on a 
world scale, the dependence of any successful attempt 
to restore U.S. self-sufficiency in oil upon investments, 
that would never pay off unless the international oil 
price was made to go up: 

c) the concern about the still high rates of growth of west 
European and Japanese economies, sucking up primary 
resources at low prices, to the detriment of most third 
world countries, the opportunity for U.S. (less depend- 
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ent themselves on such imports) to show off as stand- 
ing for the latter : 


d) supporting the dollar by means of an inflow of capital 
into the U.S., as a consequence at an earlier stage of 
the devaluations, and later in much greater amounts of 
falling investment in Western Europe. 


Current constraints on west Eurcpean economies, operating 
by the intermediate of power industry, obviously reflect the 
correction of the above inconveniences for U.S. In move recent 
times competition on international markets has grown harder; 
capitals withdraw from western Europe to flow to the States; 
the dollar is back (following Jamaica agreements) to the top of 
the monetary system, and American bankers are inquiring into 
out budget, which in the early seventies run the other way 
round. The context is the world economic crisis, which is said 
non-the less to be nearly over: U.S. are reported as being in 
full boom, and this, in turn, is expected to provide opportunities 
for all to sell more and then invest more, and finally to get 
sucked up in the boom. Few seem tc keep in their mind the 
notion that only three years ago, European economies were not 
doing all that bad, when the international conditions they de- 
pended upon were abruptly withdrawn, to full advantage of 
US. 


Irrespective of the ways and means by which the quadrupl- 
ing of crude oil prices was enforced in December 1974 — and 
also of the extent of its benefit to the producing countries a 
disconnection should be pointed out: the price rise, by itself. 
could not generate all the adverse effects west European 
economies have experienced since. Besides the substantial 
shrinking of the 1973 price in real terms, by maybe 30-40 per 
cent, had that price been asked, or imposed, in a different set 
of international relationships, it might as well operate to the 
effect of modifying the internationa! trade patterns, and tend 
to be accounted for either in kind, or in a currency other than 
the dollar, Actually, the consequences of the 1973 oil price have 
been so extreme and so dramatic for importing countries, be- 
cause of the economic and political system where the rise 
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occurred, within such rigidities as the American oil companies 
management of oil imports. Then, the constraints from oil prices 
several European countries in the frame of world economic 
crisis should not be blamed for onto the cil producing states, 
even if those might have been in a position to decide for them- 
selves, Which is not the case. 


iit 


OPEC states imports have risen by 80% in 1974, and by 
70% in 1975, or in cther words have trebled in two years; 2s a 
consequence, the monetary surplus of OPEC states as a whole 
has fallen from 62 billion dollars in 1974, to less than half that 
much currently, with a few member states fully committed to 
Speed up industrialization (such as iraq and Iran) actually in- 
debited in the Euromarket. From this trend, some benefit has 
accurred to oil importing countries, yet certainly not in propor- 
tion to their imports. This inability, cn the side of oil importing 
ccuntries as a whole, to take full advantage of the increasingly 
balanced OPEC trade, is obviously the consequence of such 
constraints as the IFA’ pretence to act instead of them all as a. 
counterpart to OPEC, or the positicn of oil companies in the 
very management of crude oil imports, or finally the political 
pressures and bribery meant to prevent either governments or 
individual party leaders from taking any step towards direct 
agreements with oil states. 


On the other hand, the Chase Manhattan Bank’s “group of 
thirty oil companies” have stated their intention to invest as 
much as 995 billicn dollars in the decade. This is a revised 
figure, about halved when compared to those circulated a year 
ago; yet it still seems to hold that about sixty per cent of it 
should be invested in the States, such as the case was in 1974 
and 1975. By the way, this means a transfer of resources both 
profits and borrowing, from Europe to U.S. 


It is worth a bit of thinking over how this inflow of capita! 
compares with the fall of investment in 1975 by a steep 10 per 
cent within U.S. On September 22, 1975, “Business Week’ 
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magazine featured a thick special section on finance where a 
projection was made for the decade of a global 4500 billion 
dollars investment, to support a growth rate of 4 per cent in 
real terms. Now, if oil companies investment in the same length 
of time would actually rise to the figures mentioned above and 
still 60% of it within U.S., this would result in a good 20 per 
cent of all U.S. investment up to 1985 being allccated. to the 
power sector, which is a quite unusual ration. 


Fer ali the fuss being made to the effect that a boom is 
already there or just turning the corner, the U.S. economy 
position does not seem that healthy; in an investment survey 
in the December 29, 1975 issue, “Business Week” magazine 
anticipates a GDP growth of 6% in real terms for current year, 
and a 25% increase in profits; but there is still some concern: 
“latest polls show consumer confidence in the eccnomy ebbing’ 
fast — a far from reassuring indicator s‘nce most forecasters 
expect consumer spending to lead the economy in 1976”. Nene- 
the less a London Economist’ survey (February 20, 1976) under 
the headline Banking on the Boom says “Americans worry too 
much” as the big U.S. banks have been doing well after all : 
“The international earn‘ngs of the bi¢ ten increased, collectively, 
at an annual rate of 42% from 1970 to 1975, while domestic 
earnings increased at only a 1% rate. International earnings 
as a share of total earnings in 1974 were 39% for Bank America, 
62% for Cit‘corp, 49% for Chase Manhattan, 45% for Manufac- 
turers Hanover and 45% for J.P. Morgan” As a 42% annual 
rate means about multiplying by a factor five in five years, it 
may ke sunpcosed American banks are not going to withdraw 
from their investments abroad. but ncssiblv a few more of the 
bunch will follow the Chase Manhattan line of investing at 
home profits from international operations. As far however 
fisures to this effect are only available for the energy sector. 


Jf a reason for this sincularity is inguired into, it will be 
fund that. for all the steen rise in energy investments in the 
last few years, energy output (and profits) have been decreasing 
insterd, Chase Manhattan figures fer November 1975 show in 
U.S. domestic market a 44% fall of demand, after a previous 
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steeper fall (12%) in October. Refining industry lead factor was 
86% in September, 83% in October, 84% in November. Profits 
Were 30'% less than a year ago. Indirectly these figures may be 
sald to reilect the position in the intexnational market, were the 
crude oil cversupply is believed to have risen to around three 
hundred mitlion tens on a yearly basis, as a consequence of 
the price level; to hold the price it was reported to the OPEC 
Vienna session of September 1875 that a number of member 
states were agreed on reducing their output, which resulted in 
a 14% cut all included, with rather high variations from country 
to couniry; Venezuela, for instance, most directly linked to the 
U.S. market, has had to reduce the output by 53%. The picture 
is such, that U.S. investment in power sources does not look 
lize making any sense indeed. 


It should then be asked why the investment is made. Even 
if there may be a grain of truth in Peter Odell’s contention that 
a Wworld-scale notion of supply-demand ration for oil is just an 
abstraction, it would not be advisable to wave away the huge 
Arab Gulf reserves, being exploited at a very low rate (less 
than 1.5% yearly) at well-head costs ranging from 4 to 10 cents 
per barrel, which (in Morris Adelman’s estimate) would rise to 
no more than 20 cents to account for the capita! expenditure 
possibly needed to increase the current output by a factor three. 


The Chase Manhattan Bank’s arguments runs on two basic 
points. First: irrespective of the world-scale oversupply, U'S. 
self-sufficiency in power sources should be restored, at least 
for strategic purposes, Second: in the long run, also Middle 
East reserves will tend to thin out, so that by then alternative 
sources are supposed to be ready for tapping. It has been object- 
ed, to the first point, the concern there is only for U.S., and 
nokody else should be requested to contribute their resources 
for the sake of American strategic aims; to the second point, 
that oil reserves in the long run will ke dryed off not only in 
the Gulf region but all over the world; then the alternative 
sources to be looked for should be the nuclear rather than im- 
possibly expensive oil cr coal. This matter will be discussed 
later; now attention should be paid to a most basic notion,: 
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arising from the context : U.S. investment in power sources 
(being financed from transfer of foreign capital into the States) 
is conspicuously meant in the long run, and therefore not 
expected to pour out any amount of real goods in the short or 
medium run. 


As obviously enough a long run output is not supposed to 
be accounted for in the short run, it would be correct — in the 
short run — to assume the output (from investment in power 
sources) to be non-existent, which will enable us to describe 
the inherent expenditure as (temporarily or partly) non-preduct- 
ive. And this should be acknowledged to be the only sense that 
kind of investment actually makes, in an economic context still 
strongly constrained by idle facilities and weak aggregate 
demand. It is advisable, however, not to rush to keynesian tags, 
before fully elaborating on a few notions involved, starting with 
the sizeable non-preductive expenditure function — amply 
relevant to the U.S. economy — provided by the Defence budget 
for over thirty years: a possible connection of the two ex- 
penditures should be leoked into. 


A similarity, however not strictly economic in character, is 
to be found in the psychologic stimulation, which in connection 
with military commitment in Vietnam proved strong enough to 
carry a Defence budget four times higher than the expenditure 
directly involved (in 1968, 83 billion dollars as against 22 
actually requested for operations in Vietnam) : similarly, in the 
last two years, the fear of a black-out just past the corner has 
authorized plans of expenditure obviously much in excess of 
any reasonable projection, This compares with the notion that 
in the last six years or so the Defence budget has been shrink- 
ing in real terms, and the Defence Secretary, who resisted that 
shrinking, has been kicked out of the position. One of the 
motives for cutting the expenditure certainly may be assumed 
to be the current lack of military commitment; yet a fact per- 
haps more to the point is the structural crisis of the U.S. military 
budget within which costs have diverged to a “skyrccketing” 
upright slope. As a consequence procurements are now reported 
{by James Schlesinger himself) to be about a half of the 1968 
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size, say a 30 billion dollars. Tnis is significant to the extent 
that procurements may be described as the share of military 
expenditure most directly non-productive, or productive of an 
cutput not meant for the market. 


Now, if it is agreed that aggregate demand within US. 
economy is currently almost as weak as always in the past two 
decades, the notion should not be waved away that the 15-20 
billicn dollars oil companies are investing on a yearly base 
(without a short run cutput) are intended to a similar and in- 
tegrating function as procurements, namely to hold on employ- 
ment and effective aggregate demand without increasirg supply 
ef goods and services. Still the rusn to just gluing keynesian 
tags on should be restrained, as indeed in the U.S. economy for 
some time the non-productive expenditure inherent in the 
military budget has not only generated an additional demand, 
bur fulfilled a basic function in the management of scientific 
research and technology, mostly being pursued within that 
expenditure, and eventually allowed to the market only urder 
the constraint of consistence with the schedule of the marginal 
efficiency of capital. The structurai connection with research 
and technology is also true for investment in power sources. 


In a more general frame, however ‘“keynesian” these func- 
tions look like, a most relevant difference should not be over- 
looked, as to the subject and management of them; in the case 
of power sources, the management obviously belongs to the cil 
companies (while in a classic keynesian scenario it is supposed 
to be up to the state); in the case of military expenditure it is 
thought to be the federal Administration. Yet a great deal has 
been reported to the effect that a most extensive integration 
has taken place in U.S. (mainly under J.F. Kennedy and 
McNamara) between top management and top brass, both in- 
fluencing several lobbies in Congress, fo the point former 
president Eisenhower exposed in his farewell address as a 
‘military-industrial complex”. In any event, the multinational 
corporations have not come from the moon, and their expansion 
in recent years could hardly be explained unless a reference is 
made to their connection with U.S. military expenditure and 
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their ability to tap the vast reserve of know-how piling up 
therein, as well as the huge oil reserves in the Gulf area. Then 
the growth of multinational corporations on a world scale has 
been consistent with a shift of the management of the basic 
non-productive expenditure from the U.S. federal Administration 
to the corporations themselves; this taking over has been 
accelerated in the last few years as a consequence of partly 
substituting exergy investment for procurements. 


The process may be considered from either a theoretical 
or a political point of view. Both are taken in to account hy a 
distinguished economist from Canada, Dr. Emil Bjarnason, in 
pointing cut a connection with the decreasing effectiveness, in 
recent years, of state capitalism in using keynesian regulation 
of economy: “During the immediate postwar pericd — says 
Dr. Bjarnason — up to and including most of the decade of the 
sixties, the capitalist economy was to a large degree stabilized 
by the operation of Keynesian, state-monopoily regulation of the 
economy. It was during this same period, however, that accelerat- 
ed export of capital led to the present overwhelming dominance 
of the multinational corporations, and consequently to the in- 
ternationalization of contradictions. National economic policies, 
Keynesian or otherwise, will, therefore, no longer cope with 
contradictions which have assumed an international scale, and. 
there is accordingly little prospect that state monopoly capital- 
ism can resume the relatively stable growth conditions of the 
fifties and sixties”, 


Actually, a new factor has been operating for some time on. 
an international scale, as a substitute for traditional state 
policies, which are supposed to carry a legitimate power from 
democratic support, whereas the corporations’ management does 
not even carry any definite support from the shareholders. By 
taking over, to some extent, the control of technological in- 
novation and non-productive expenditure, the corpcrations are 
aiming indeed at using it as a regulator over a system of in- 
ternational economic relationship. This is why the occasional 
big capital withdrawal from a given investment should not be 
referred to as a withdrawal from international commitment ; 
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but rather as shift from one kind of commitment to a new one. 
The multinational corporations are currently aiming at exeicis- 
ing full control for the western world, on one hand, on OPEC 
oil, on the other hand, on future alternative sources to be de- 
veloped mainly in American territory; a basic common term is 
price, they have been able so far to keep for OPEC oil at a 
higher level than the market would generate, while providing a 
ground on which to raise it further up for alternative supplies. 
This general meaning of such a strategy is conspicuously related 
to the purpose of restraining growth rates as far as they can 
reach, to make them consistent with an arrogantly revived US. 
leadership. 


IV 


The multinational corporations’ success in establishing the 
constraints discussed above has not been even spread so far on 
the several countries involved; in my country it has been more 
extensive than elsewhere owing to the government’s attitude, 
utterly abject towards U.S. agents of every description. Still, 
whenever the government's line would be brought to change 
under the mounting pressure from public opinion, it is expected 
that the multinationals’ strategy should prove weak enough to 
be curbed, provided a number of conditions are granted. Two 
notions mentioned above come to the point. First, the OPEC 
states obvious interest in requesting real goods in exchange for 
their oil, guite consistent with the interest of oil importing 
countries, so that the full establishment of balanced flows of 
trade has been only delayed so far by political constraints, such 
as IFA or the intermediation of oil companies in oil trade. 
Those constraints can be overcome only at a nolitical level, 
starting with the most usual international instance — Trade 
Aoreements — so far denied as guideline to oil transactions. 
However bilateral in nature, Trade Agreements should not be 
referred to as alternative to many-sided understandings, but 
rather as a precondition to those. 


Furthermore, the value of crude oil imports is very high. to 
face unless a full long run scheme is worked out and acrecd 
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on: five thousand billion italian lire (approximate amount of 
Italian oil imports) equals the value of the whole Italian motor 
car production. Then to feed an expert flow that wize will be 
feasible only if the recipient’s needs and taste — culture indeed 
are fully understood : a thoroughly new relationship should be 
worked out, such as would tend to change the whole pattern of 
political connections in the Mediterranean area. This is why 
— however the start can only be figured out as bilateral — 
only a more articulate system of similar connections will he 
strong enough to modify the strength ration. As to the oil price, 
obviously a system of Trade Agreements would provide the most 
reliable ground for it to stay as a satisfactory level for the 
producing states; importing states, indeed, would take their 
cecmpensation from investment and high rate of growth asked 
for in order to meet the export demand. International coopera- 
tion for power and economic development will take shape, while 
the mistifying notion of opvosite oil-producer and oil-importer 
interests. will have been discarded as it should. 


The prospect of international cooperation for power should 
not, however, be referred just to oil; when oil reserves will 
actually thin cut, this will concern oil countries not less than 
their counterparts, all the more so inasmuch as oil countries 
will have well outgrown their current pre-industrial stage by 
that time, and will need their full share of power sources. Those 
should therefore be planned in our time to develop to an 
adejuate size in possible thirty to fifty years. Here the second 
noticn comes to the noint, which is related to the kind of Icng 
run outout the current U.S. investments in power sources are 
expected to preduce for the international market. This is the 
Weakest point in the multinational corporations’ strategy, meant 
to restrain nuclear power to just a marginal or complementary 
position. To de so they have been waging an utterly mistifying 
campaign intended to frighten pecple, and unfortunately have 
been able to use for that purpose a few well meant scholars, 
thoroughly unaware of the interests they serve. It is hardly to 
be mentioned that campaigning is quite an other thing from the 
responsible attention that should be paid to security and social 
problems connected with power sources, This is obviously the 
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last thought cf the big corporations, which are concerned in- 
stead over the virtual ability cf nuclear plants (supposing several 
policice] conditions are granted) to produce power at decreas- 
ing costs, while their basic strategy is ground on high energy 
costs. 

Most significant is the divergence of western Jiurope, 
where the nuclear technology is currently much more advanced 
than in U.S. (owing to lesser constraints) all the more so to- 
wards those facilities from which the fall in energy preducing 
costs may be expected. These are the fast breeder reactors, 
basically referred to as feeding on the fuel previously hardly 
sampled by the more ordinary “thermal” reactors (just abcut 
1%) as the fuel bill is settled in connection with that early 
stage, what happens is, without any more purchase cf fuel, 
much more power (70-80 times as much as in the early 
stage) is produced, sc that the fuel cost per kw’h is divided by 
70 or 80 whatever the commercial price of uranium, its in- 
cidence on final producing cost per kw/h becomes irrelevant, 
while uranium reserves are stretched to last for several cen- 
turies. 


It may be asked how west-European nuclear technology 
happened to come out in the front line, to a maybe decisive 
success: only a thorough historical research could provide an 
adequate answer, however, it has been known for some time very 
strong divergences have always stocd in the way cf a full 
dominance by big American companies over European capital- 
ism, to say nothing of west European working class’ ability to 
influence economic policies. The current position is one of 
obvious tension: certainly American-based companies failed to 
notice the skills and capability of French and British nuclear 
industry, to the point of thinking their own purposeful delay in 
breeder research would be followed elsewhere; they are now 
campaigning against breeder reactors in such a way to be 
laughed at, at least when reference is made to impcssible cost 
figures (10 billion dollars as against cnly about 150 million for 
each of the European prototypes); but their reluctance to 
acknowledge reality may just disguise their attempt to roll it 
‘back. 


Italy provides a case in point, with the pretense of a “plan” 
issued by the government just to cover their obligeance to U:S. 
guidelines, the evidence for which is the lack of any commit- 
ment to developing breeder reactors, however contradictory this 
is With a number of significant achievements in nuclear research 
and industry, such as to enable this country to a full cooperation 
with France and Britain, Obviously, very strong American pres- 
sures are being brought on a government and a minister only 
too willing to oblige but then the same foreign interests try and 
take advantage of every possible means to induce slowing down 
in the French and British nuclear sector; the confrontation is 
getting hot in political terms, as indeed the final issue will de- 
pend cn political commitment. It may be said that within EEC, 
if Italy needs French and British technology, France and Britain 
will need Italy’s political strength. 


The notion of international cooperation for power and de- 
ve'cpment tends then to take a further dimension: it can be 
successful if the scale it encompasses is large enough for a new 
set cf political connection to be established among West Eu- 
renean and Mediterranean countries at least. Within such a sys- 
tem, advanced European nuclear technology could provide the 
most valuable exchanges for oil, and the most reliable greund 
for quite satisfactory terms of trade. 


It is important to mention the breeder reactor should be 
referred to as an absolute entity, in terms of fuel no longer 
relevant, and therefore the notion of dependence on such para- 
meters no longer conceivable of. When breeder reactors will be 
cperating in large encugh numbers, the energy sector will no 
more provide the ground for any constraints to be imposed. This 
should exvlain the thoughness of the current confrontaticn 
whenever the big companies decided to develop breeder reactors, 
in U.S. this would certainly enable them to generate cheep 
power yet certainly not to go on deciding about price and supply 
elsewhere, as they do nowadays. and would like to keep doing 
as long as they can manage. 


When they will not be able to do so any longer, the U.S. 
may well turn into a much softer customer we are used to ex- 
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pect them to prove. It would be an oversimplification just to 
identify U.S. with big companies; or rather with the “military- 
industrial complex” Eisenhower told us about, thus bringing to 
public knowledge that a very rude confrontaticn was going cn 
in his ccuntry, about which more evidence has become available 
since. It is then possible for U.S. as for other countries that any 
time the multinational corporations are restrained, innovation 
and economic growth are enhanced to the benefit of most. 
However that is, if Eurcpe will, in prospect, find itself in a prsi- 
tion to influence U.S., this is that the influence shculd be meant 
to, 


— 27 — 


ECONOMIC DEVELOPMENT : 
A PROBLEM OF USE-VALUE 


by 
TSIU SELATILE 
(Basutoland) 


Presentation 


Economic activity is basic to all other forms of social 
effort. Its extent is determined by the degree of development of 
productive forces (means of production and manpower) and by 
the nature of productive relation : a change in the one leads 
to change in the other. The two are as interdependent, as they 
are relatively independent. There can be a relative advancement 
in productive forces which supercedes the nature of productive 
relation — thus finally resulting in a change in the latter; on 
the other hand, there can be an advancement in productive 
relations which stimulates the tempo of development of the 
former. 


Labour is the source of wealth. And means of production 
consist in wealth. They are products of lakour: of past laoour 
that is materialised in them; and, when combining with human 
labcur activity, continually transmit their value onto newly 
created wealth (commodity). 


Means of production consist in What is, technico-economic- 
ally sneaking capital. More generally, they are assets, and can, 
therefore, be described according to their physical magnitude and 
socio-economic scope. 


We have large sale, rredium-scale, and small-scale asscts 
which are equally manned bv varying sizes of manpower — all 
that being criteria of the degree of development of productive 
forces. 


Commodities consist in output, and the scale cf output 
depends on the degree of development of productive forces. There 
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can be small-scale, medium-scale, and large-scale output or 
production of commodities depending on magnitude of productive 
forces. 


Viewed from which ever angle one prefers, — be it from 
the standpoint of means of production per se, or from the 
promise of newly created wealth (commodity) — economic activ- 
ity hinges on wuse-value (product of labour) and on man’s 
relationship to it, property. Such was the case in the past, is 
the case presently, and shall always ve the case in future, Satis- 
faction of needs is a question of use-value and as such — a prob- 
lem of property. 


Property is essentially a relationship between the material 
object (use-value) and humans — either as a society, a group, 
or as individuals. The concrete expression of this relationship 
is oWnership, or possession, whose specific form is consumption. 
There can be public property, group property, or individual 
property, expressing different forms of ownership and consump- 
tion (appropriation). 


An answer to the question, “What is economic develop- 
ment?” would be incomplete if it underscored only development 
of productive forces and nature of productive relations with- 
ovt paying attention to prcperty : relationship between use-value 
and humans — although in a large way productive forces and 
productive relation touch on the universal problem of property. 
But the category cf use-value puts the question of economic 
development more ccncretely and profoundly. 


Consumption is as vital for renewal of economic activity, 
as it is for satisfying material needs. If it is productive con- 
sumption, that is, investment, then the finished good in turn 
Serves as a means of preduction. If it is individual consumption, 
then personal demands of the population are satisfied through 
realisation of commodities, that is, solution of the problem of 
individual property. 


Basically, in both cases, we have two instances of use-value: 
firstly, the use-value of capital, of investment — which con- 
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tinually renovates productive activity; and secondly, the use- 
value of the newly created product which meets constantly 
growing social requirements. 


Investment increases potential (scientific — technological 
and economic) and puts social business on an ever-wider scale. 
An economy with a potentially high degree cf investment 
eapability, thanks to development of means of production for 
means of production, is not automatically proportionally devel- 
oped and able to solve the question of individual consumption of 
the population — although it may be booming. It remains a lop- 
sided economy that fails to meet the problem of use-value in 
one of its vital aspects. The same lop-sidedness cccurs if output 
of items of individual consumption predominates prcduction of 
means of production — such an econcmy also fails to solve the 
problem of property in another of its vital aspects. Further, it 
has a potentially low degree of investment capacity: it lacks 
capital. 


Thus, being’ a question of use-value, consumption hinges on 
the problem of property : ownership of wealth that is invested 
in order to expend value through prcductive activity, and 
ownership of finished gocds that are personally consumed. This 
promise is attested to by whatever indicators economical- 
statistical analysis handles in relaticn to advancement at any 
level — national or international, 


For instance, the fact that the weight of developing coun- 
tries in the total gross product of the World Capitalist System 
is only about 18% — although they comprise almost three 
quarters of the entire population cf the non-sociealistiec werld, 
the fact that total gross product per capita in these countries 
presently amounts to ahout 7.5% of the corresponding figure 
for industrially developed capitalist states, drives home the 
thesis that level of economic development is determined by the 
degree to which use-value is available; that property (national 
or individual), or richness, is a measure of: the degree of its 
alienation from humans — thus a problem of property at its 
various social levels and of the functions of use-value. 
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The level of economic development, particularly in relation 
to assets, entails the possibility of satisfying needs. But the 
possibility only becomes a reality within a given frame of 
reference. There can be poverty (failure to satisfy needs) even 
within a developed economy; one that has a high potential for 
investment — thus turning impressive. Statistics on gross na- 
tional product into where window dress’‘ng regarding certain 
levels of availability of use-value. So long as there are social 
difference, so long as there are differences in forms of property, 
so long shall the problem of alienation between man and a 
material object retain its acute socia! validity. 


Socio-historically, economic development consists in emer- 
gence and disappearance of given forms of property. Advance- 
ment means triumph of new forms over old and outmoded ones. 
And the degree of economic and socio-historical development is 
determined by the progressive elimination of given forms: the 
less multitudinous the forms of property, the higher the degree 
of economic and sociological development vice versa. But what- 
ever the structural configuration and content of existing forms, 
and whatever their numerical strength, the pith and marrow of 
sociological and socio-historical development are rooted in 
personal consumption of wealth — in personal property, that 
is, in the degree to which the individual is alienated from (or in 
proximity to) use-value, the product of his labour. This is the 
“magnetic field’ of economic development. 


Commodity — depository of wealth: 


Property revolves around ownership of results of past and 
present labour activity. And economic develooment is the con- 
tinual process of creation and ownership of material wealth — 
of the very results of past and present labour activity. It is a 
question of the scone and level of commodity production. 


Commodity has two moments to it — use-value and ex- 
change-value. It is value in use and val'ue in exchange : a2 
material object that satisfies needs by being exchanged. 


It must continually be injected and withdrawn from circula- 
tion. — therein consists its essence. Its creation is the raison 
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@étre of social production, and its consumption is the basis of 
property. The mode of prcduction determines the extent to which 
commodity finally reaches the individual. 


Value in exchange generates its cwn medium (money) with 
the aid of which it flows back into consumption—into use-value. 
Money thus acquires a specific use-value, namely, that of retriev- 
ing the use-value embcdied in commodity. The more there is of 
mchey, the greater the possibility for procuring material goods. 
But however great the significance of money, its existence is 
always dependent on material orcduction; it is not quintessential 
to economic potential, Therefore, however impressive a country’s 
financial standing (like many a country in the Middle East), 
yet it cannot be taken to be developed without reference to its 
base of commodity output. 


This leads to the question of the distinction between growth 
and development in our answer to the problem : “what is eco- 
nomic development?”’. 


Economic potential is dependent on the structure of material 
production or commodity output. The greater the structural 
configuration, the higher the potential. 


Growth implies “increase in magnitude” without necessarily 
invelving complexity within the national econcmy — within the 
system. But growth can and does lead to interaction between 
systems (national economies) and accelerates the exchange of 
material goods between countries. Certainly, such circulation 
of commodities offers possibilities for accumulating value in 
its transient form of money. There can be a large revenue per 
capita (in monetary terms) accruing to a country. But that has 
a remote connection with actual systems potential; and such an 
economy, with affluence of financial means, is still socio- 
historically under-developed so long as it lacks abundance of 
use-value for investment (capital as fixed assets) and is unable 
to solve independently the problem of commodity preduction. 


Development is “intensification of growth” and necessarily 
involves structural shifts, or diversification, or complexity, or 
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ramification within the system, That means greater inner con- 
nection; interstructural and intersectoral flows within the na- 
tional economy; in short, extension of the material base of 
social production. This solves the problems of use-value in rela- 
tion to investment (capital as use-value, as fixed assets) and to 
personal consumption of newly created wealth. The economy, as 
a system, becomes internally integrated while potential is in- 
creased. But even internal proportions between production of 
means of prceduction and items of ccusumption — the better to 
obviate lop-sidedness — remains a orcblem whose solution 
gravitates towards solution of personal needs of the population. 


Purview of the political economy of developing countries : 


Not only is use-value (as commcdity) the basis of present 
sociai effort, not only does it distinguish growth from develop- 
ment, nct only is it the mctive force behind industrialisation, but, 
naturally, even classification of countries into “developed” and 
“develcping” rests on this category. 


Historically speaking, we are still in the era of Imperialism, 
highest stage of Capitalism. Super-exploitation is still the prin- 
cipal feature of. our socio-economic disposition. Although 
Capitalism is no more the only system in the world economy, 
yet the majority of Third World countries fall within the orbit 
of the World Capitalist System. The range of our Economics, in 
terms of its theoretical abstraction, is but a variety of the 
Political Economy cf Capitalism — but a capitalism that is 
crisis-r'dden and in the process of decay. The following are the 
pillars on which rests the political economy of Third World 
countries or World Capitalism 


a) Law of Compliance with Capitalism : 


The Third World is spectrum of states with differing level 
of economic development. There are countries with predominant- 
ly precapitalistic relation; there are some in which such rela- 
tions are in the process of emergence; and some with sufficient- 
ly well-established capitalist relations. But despite the multi- 
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plicity and political and cther superstructural edifices emerging 
therefrom — whether they are absolute monarchies, constitu- 
tional monarchies, republics, or multiparty or cne-party 
democracies, or outright brutal autocracies — these ccuntries 
fall under that group of states of relatively underdevelcped or 
developing cap:talist property relation; therein lies the source 
of equally relatively underdeveloped internal intersectoral flows, 
which only large-scale commodity production can expand. The 
task: facing these ccuntries is extension of the basis of commodity 
output. Nevertheless, in far as the canitalistically under- 
developed economy of each country is but a sub-system of a 
wider, more profound, and more embracing system of world 
Cap talism, tnen the movement of these countries gravitates to- 
wards that central determinant, Developed Capitalism — since 
only thus can they raise the level of material cutput, solve the 
problem of use-vaiue, and overccme multiplicity of property, 
that is, advance socio-historically. Whatever their internal 
orientation, these countries cannot fail to five leeway to capital- 
ist development in varying degrees. On the other hand, the laws 
of the system are such that the more they interact with devel- 
oped Capitalism, the more they get alienated in some respects 
from use-value — as states, as societies, as individual members 
of their respective societies. Their fortune and ordeal are de- 
termined by both Canitalism’s general development as a globa! 
system, and by its actual underdeveJopment within their own 
national boundaries. Thus they must develop Capitalism in order 
to suffer under Capitalism, and develop it in order to gain from 
it. This seems paradox is, a law whose validity holds within a 
given frame of reference — that is concrete’y (not abstractly). 
Therefore, however much the “agony”, and however “immoral” 
the entire system (tc ethical romantics, who are allergic to the 
very smell of exnloitation in any form; or to the pan-logician, 
wn finds Cap‘talism historically “erroneovs”), these countvies 
cannot avoid the “menace” of circumspection for a given 
pericd — cannot avoid co-existing with Capitalism, and at times 
of even encouraging it within certain confines — if only to solve 
the most immediate problems of use-value. 


a.) 


b) Law of antagonism between development of developing 
Economies and general development of World Capitalism : 


By its very nature, compliance with Capitalism in the era 
of its monopoly implies the existence of a high degree of parasit- 
ism by metropolitan capital. Foreign expansion still exists; 
and the Third World is still divided into “spheres of influence”, 
Collapse of classical colonialism is Africg and Asia, and the 
emergence of new sovereign states -—- though effecting trans- 
formations in the nature of the old order, has not basically 
changed, nor can it change, the Political Kconomy of Monopoly 
Capitalism (Imperialism), in anyway than alternations in the 
formula of a given alloy could be considered a substantial change 
in the chemistry of the basic metal. The law of super-exploita- 
tion still functions, raising the potential of developing economy 
is impossible without breaking the omnipotence of international 
monopoly. An anti-monopolistic posture is historically necessary 
for economic revival. 


Peradoxically, it is the situation in which international 
mcnopoly is as much interested in retaining “spheres cf in- 
fluence”, as developing countries are in the use-value of capital 
for investment and eccnomic rejuvenation. The capital is owned 
by monopoly and, from the point of view of a developing country, 
must be invested and function subject to certain limiting’ con- 
d‘tions. Such limiting cenditions, nevertheless, are still confined 
to the system of Capitalism — and destined to foster capital- 
istic relations while restricting the scale of their magnitude 
within national boundaries, 


Monopoly capital needs sources of raw material and ready 
markets for finished goods, developing countries need capital 
(ownership of which is in the hands of monopoly). But this 
objective necessity is pregnant with antagon'sm: an antagonism 
by Capitalism itself, and by the extreme gravity of its major 
contradictions in its stage of Imperialism, by super-exploitation. 


There is attraction of developing economics towards the 
development of full-fledged Capitalism — the determining factor 
in the World Capitalist System because their privation consists 
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in its underdevelopment within national boundaries; but there 
is also repulsion (antagonism) of capitalistically underdeveloped 
economies from smooth attainment of the stage of Developed 
Capitalism by advanced states. Such is the situation. And, by 
way of crude parallel, it is reminiscent of electrostatic attraction 
and repulsion of positively and negatively charged particles in 
Physics. But, as different from processes of the transformation 
of energy in Mechanics, Physics, and Chemistry, here, in socio- 
economic development, the crucial question is property. 


Conclusion 


An answer to the question, “What is economic development?” 
and the underlying assumptions thereof — use-value and pro- 
perty; the significance of transfom in forms of property and the 
relationship between their given particularity and the nature oi 
individual wealth (of man’s alienation from use-value) at given 
stages of history; together with the precis of the Political Eco- 
ncemy of Third World countries; lead us to the question of socio- 
business range — the matrix, thus concretisation, of socio- 
economic development during each period, and at each stage. 
Without necessarily enunciating this notion, we can state and 
have seen that with regard to the majority of developing coun- 
tries it does not transcend the limits of Capitalism. 


But the nature of its outcoming results in the domain cf 
property contradicts the accomplishments of capitalist economic 
potential even in its full-fledged state. Individual consumption 
of use-value (an important moment in socio-business range) 
necessitates the Third World finally to overstep the limits of 
capitalist production and engage in social business from premises 
of new property relationships. The necessity follows from the 
yery laws of the Political Economy of Developing Countries, on 
the one hand, and of Imperialism, on the other. 
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THE PRESENT TASKS OF THE INTERNAL 
AND EXTERNAL ECONOMIC POLICY IN THE OIL 
PRODUCING DEVELOPING COUNTRIES 


by 
EGON KEMENES 
(Institute of World Economy of the 


Hungarian Academy of Sciences) 


At the preceding two Baghdad International Oil Seminars 
several papers — including my own — stressed the importance 
of the time factor in the economic policy of the oil producing 
developing countries (in the following : OPDCs). This special 
importance is explained by the non-renewable character of the 
oil reserves and, as a newer aspect, by the perishable character 
of the monetary reserves accumulated from oil export earnings. 


It seems that time has lost nothing from its importance 
during the nearly four years elapsed since the First Barhdad 
Seminar in 1972. Sure, successive nationalizations of the oil 
wealth in different OPDCs and the oil price policy of OPEC 
created a more favourable position for these countries than be- 
fore. However, keening in mind the development from the late 
1973 up the present (mid 1976) I am inclined to think that only 
the chances of the OPDCs are improved instead of their actual 
Situation measured in real terms. 


I. The present relative nositions of the OPCs in the world 
economy 


It seems that the adaptation process of the developed 
capitalist countries to the new situation in the world economy 
(including higher oil prices) has been quicker and more success- 
ful than the efforts cf the OPDCs to transform their higher oil 
incomes into real develooment performances. Briefly, the 
absorption of the losses in the capitalist world went on more 
quickly than the absorption of the gains in the OPDCs. 
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1) As far as the developed capitalist countries are cou- 
cerned : their total commercial deficit decreased from 43 thou- 
sand million dollars in 1974 to 11 thousand million dcllars in 
1975, — according to the GATT-report on the world economy 
in 1975. Even more favourable is the picture presented by the 
OECD (see OECD Economic Outlook 1975 December) accord- 
ing to which total commercial deficit of the OECD countries was 
34 thousand million dollars in 1974, -— but in 1975 they achieved 
already again a trade surplus of 33.7 thousand million dollars. 


A. typical case is that of the German Federal Republic 
Which covers about 20 per cent of its oil need from abroad. 
Hewever, it reached a high trade surplus in the last two years: 
22 thousand million dollars in 1974 and 16.3 thousand million 
dellars in 1975. Also the rate cf inflation (5.4 per cent in 1975) 
has been here the smallest among the developed capitalist coun- 
tries. (Bulletin of the Federal Ministry of Economy from the 
2nd February). 


According to the estimates of Western experts and orga- 
nizations, including the OECD, the dimenson of the transfer of 
resources from the developed canitalist countries to the OPEC- 
countries due to higher oil prices was not more than 2 per cent. 


(I don’t speak here about the crisis phenomena in the 
capitalist world economy which have nothing to do with higher 
oil prices, namely. 18.5 millions of unemployed in the developed 
capitalist countries at the end of 1975, according to the ILO 
and a decrease of 8 per cent in the level of prcduction in 1975, 
according to the report of the GATT in 1976 February). 

It is also a sign of the adaptation in the Western World 
that the different energy conservation and substituticn projects 
has been postponed. 


2) <As to the oil producing developing countries, the re- 
sults realized By the OPEC (due to the solidarity of its member 
states and to the high level of the economic and market analyses 
elaborated by the staff of its Secretary) are limited to the 
scope of the monetary reserves. Through recycling, most part 
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of the monetary reserves of the OPDCs are tied up to the 
capitalist monetary system, — which is the most unstable 
element even of the capitalist world economy. The monetary 
reserves accumulated from petro-dollars are melting away quick- 
ly, for several reasons. 


One reason is inflation. According to the report of the 
GATT, the general price level in international trade rose by 40% 
in 1974 and by 10% in 1975. According to data published by 
the OECD Secretariat, the general price level in the OECD coun- 
tries as a whole rose by 10.6% in 1975. namely by: 


0.4% in the German Federal Republic; 
7.5% in the USA. 

24.9% in the U.K. 

11.2% in Italy. 

110%, in Belgium. 

10.2% in Sweden. 

9.6% in France. 


And inflation will not be stopped from one day to the 
other. The Federal German institute HWWA forecasts in the 
developed capitalist countries a price increase cf 8 per cent for 
the year 1976.1. This opinion is shared by other research in- 
stitutes in the capitalist and socialist countries. 


Another aspect of the prcblem is that the composition of 
reserve assets owned bv the OPDCs is unfavourable. While in 
the case of the industrially developed capitalist countries from 
their total monetary reserves amounting to 121 thousand mil- 
lion dollars at the end of 1975 the value of currencies was only 
70 thousand millicn dollars, ie. 58 per cent, the others being 
gold, SDR and IMF reserve positions. in the OPDCs th’‘s share 
was as hith as 88 per cent, from their 58 thousand million dol- 
lars total reserve assets the value of currencies representing 51 
thousand millicn dolJars.2 This means that in the reserve assets 
of the OPDCs the share of the softer element, i.e, of the cur- 


1) Die Welt/Bonn/, i6 February 1976. 
2) IMF Memorandum, March 1976. 


rencies is higher, thus their monetary reserves are exposed more 
to the depreciation than those of the capitalist countries. 


It should be also ned that the institutional framework of 
the capitalist monetary system (the IMF) is under the rule of 
the USA, which is the only country having veto right by its 
quota share. 


It belongs to this aspect that the increase of the export 
earnings of the OPDCs has been slowing down: in 1975, it was 
65 thousand million dollars, — by one third less than in 1974. 


Sure, the OPDCs have succeeded, through the price policy 
of the OPEC, in transforming the non-renewable oil reserves 
intc monetary reserves; — but the latter are, on the other hand, 
depreciable. 


It is evident that the next step is very urgent: to transform 
the monetary reserves into real flows, investments, fixed capitals. 
Monetary reserves accumulated from petro-dollars are not a 
final aim in themselves. They should be transformed as soon as 
possible to better food: housing, health and education, — at the 
same time restructuring the internal economy. 


Solidarity against imperialism and international capitalism, 
mchbilization of the large masses of the population, unity of the 
progressive forces, planification combined with the leading role 
of the state sector are the necessary preconditions of realizing 
this task. 


ff. Interna! development 


What are the general perspectives for the development of 
the OPDCs? Supposing that the share effected to investments 
in the GNP of these countries will rise from 20 per cent-in 1975 
to 27 p.c. in 1990, then the annual average growth of the GNP 
between 1975 and 1990 will be 6.9 p.c., — the highest among the 
regional groups of the total world economy including the so- 
cialist countries. However, due to the 2.8 p.c. annual average 
increase of the population in these countries, the per capita 
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GNP will increase from about 500 dollars in 1975 to only about 
900 dollars in 1890, (At the same time the per capita GNP in 
the developed capitalist countries will be 6500 dollars in 1990). 


The reason for this relatively mcderate increase is that the 
group of the OPDCs includes, (beyond such countries with small 
dimension and high oil income as Kuwait or Qatar), also such 
countries as Indonesia and Nigeria. From the total population 
of 307 millicn of the OPEC countries in 1975, the population of 
Indonesia and Nigeria together was 214 million; at the same 
time, the yearly per capita GNP was 122 dollars in Indonesia 
and 200 dollars in Nigeria. 


In Indonesia, even if the average annual rate of growth of 
the GNP between 1975 and 1930 is 7.0 per cent, the rate of in- 
crease cf the ger capita GNP will te only 4.2 p.c.; this means 
that the $ 122 ver capita GNP in 1975 will be not more than 
3 225 in 1990.1 


The share of the OPEC-countries in the total GNP of the 
werld was 3.1 per cent in 1975. it will be 4.3 per cent in 1990. 
Their share in international trade was 4.8 p.c. in 1975 and will 
ke 5.7 p.c. in 1990. 


This means also that the often mentioned spectacularly 
high (25 per cent) share cf the menetary reserves of the OPEC- 
countries (58 thousand million dcllargs at the end of 1975) in 
the total monetary reserves of the cavitalist world (228 thousand 
million dollars) is a misleading illusion. Even a quick and optima! 
use of these monetary reserves could lead only very slowly to 
an improvement. in real nosition of the OPEC countries in the 
world economy. 


The OPEC did its best in creating the financial precondi- 
tions for develonment; it is now the task and respcensibility of the 
individual countries to transform the monetary reserves into 
actual development performance. 


1) International Economic ,Indicators 1974. Stanford Research Institute 
Menlo Park (Calif), 1974. 
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1. Strengthening. positions in the oil economy 


When choosing among the different fie'ds of action, prior- 
ity should be given to the oil economy, — just because oil 
resources have a non-renewable character and thus time con- 
straint is stronger in this special field. 


Sure, national control and property right is a great achieve- 
ment, but even this control is a new and fragile phenomenon. 
OPEC countr:es give about 55 per cent of the world crude oil 
production. But for the totality of the OPEC member countries, 
the share of the national oil companies in crude oil producti3n 
is bigger only since the beginning of 1976 than that of t™ 
foreign companies. Even now, in Ecuador, Gabon and Indonesia 
the share of the foreign companies in crude oil production is 
bigger than that of the national companies. 


In the present stage, securing a bigger share in the final 
consumer price structure seems to me a more nat'‘onal policy 
for the OPDCs than a further increase of the cruje oil price 
itself in real terms (i.e. beyond compensation for inflation). In 
other wcerds, process‘ng crude oil to refined products instead 
of selling crude oil seems a more solidly profitable pclicy; it 
gives also more impetus to industrialization in the internal 
economy, The basic contradiction is that OPEC-countries are 
giants in crude oil production but they are dwarfs in processing 
their own crude oil. 


The share of the OPEC-countries from the world total crude 
oil production was 54.8 per cent in 1974. But their share in 
the total refinery capacity of the world (excluding socialist 
countries) was only 7.6 per cent: 


Refinery capacity in 1974 
World total (excluding 


Socialist countries) : 56,307 thousand h/4 
OPEC countries : 4,303 thousand b/d 


Source : OP™C Annual Statistical 
Bulletin 1974 


The picture is somewhat different in the sphere of trade : 


OPEC percentage share of world exports of : 


crude oil refined products 
1970 86.3 24.9 
1971 86.3 22.6 
1972 85.0 21.4 
1973 87.2 21.3 


Source ; OPEC Annual Statistical 
Bulletin 1974 


However, the tendency is against the interest of the OPEC 
countries : their share in crude oil is slowly increasing while 
that in the refined products is diminishing. 


Also the recent development of the share of OPEC-countries 
in-the total refinery capacity is unfavourable : 


Development of the refinery capacity' 


thousand b/d 
; Increase 
R 
egion 1973 1974 1974/1973 
Total World 53,522 56 307 3% 
From which: USA = _ 13,735 14,597 6% 
OPEC 4.213 4,303 2% 


This means that the development of the refinery capacity 
is slower in the OPEC-countries than in the developed capital- 
ist countries; OPEC-countries have heen relatively losing im- 
portance in the more developed stratum of the oil economy. 
however, among the OPEC-countries, refinery capacity of Al- 


1) OPEC Annual Statistical Bulletin 1974. 
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geria and Iraq has been growing more quickly, which means 
that anti-imperialist and progressive policy manifest itself also 
11 econome nationality. 


The following tentative calculation illustrates the profit- 
ability of exporting refined preducts instead of crude oil: 


in 1974, the price of one metric ton 
of Iraqi crude oil (khor al Amaya, 
Basrah, 35. 0-35.09) was... ... 1... 1. 2. . => 83.82 § 


in 1974, the price of one metric ton 

of mctor gascline, 93 R, export, was ... ....... 118.21 8 
(calculated from data and conversion 

factors published in OPEC Annual 

Statistical Bulletin 1974), 


The difference is 34 $ m.t. and 4.60 $/b respectively, ie. 40 
per cent to the favour of the refined product. 


A bigger share in transport could also assure higher share 
from the final price and thus higher export earning for the 
OriiC-countries, without raising crude prices. 


Number of tankers Total tons 
above 6,000 tons a.w. 
d.w. 


World Tanker Fleet 

January 1st, 1975 ‘4,140 298.217.000 
Tankers registered 

under the flags of | 

OPEC member countries | | | 
January Ist,1975 ts 52 2,344,019 


Source : The Tanker Register, 

H. Clarkson and Co., Ltd: London; 
1875 as published in OPEC 
Annual Statistical Bulletin 1974 
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According to these data, the share of OPEC-countries in. 
the world total tanker capacity has been marginal : only 0.8 
per cent, — as against their 55 per cent share in the world 
total crude oil production. 


Even exporting most part of the crude oil and/or refined 
products, the oil sector could contribute by precious basic 
materials to the development of industry and agriculture in the 
OPECs. Presently, important quantities of natural gas are 
vasted by flaring on the oil fields, instead of using it for the 
preduction of the nitrogen fertilizer urea for which there is a 
huge demand on the world market. 


Natural gas produced and flared in selected OPEC 
countries in 1974 
(million cubic meters) 
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Flared in 
Country Natural gas per cent 
Produced flared oj production 

Tran 00,048 21,922. 44,8 
Kuwait 13,222 6,102 46.1 
Saudi Arabia 47,310 39,087 82,6 
Libyan Arab Republic 12,045 2 270 18.8 
Venezuela 46,426 9,862 ZA,2 
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Source : OPEC Annual Statistical 
Bulletin 1974 


The total quantity of natural gas flared in the five coun- 
tries was 85.243 million cubic metres. To illustrate the impor- 
ance of this cuantity it can be reminded that the total natural 
gas consumption of Hungary, in 1974, was 5,215 million cubic 
metres. 


2. Other tasks of the internal development policy 
While the oil sector offers a lot of possibility for internal : 
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development and industrialization, the growth of the population. 
constrains to measurés for the urgent development of agricuiture 
and industry. 


Population of the OPEC-countries 


Projected Average sannual 


Estimated 
Country wn 1975 for 1990 rate of increase 
million in per cent 

Algeria 16.7 26.1 3.0 
Ecuador .2 11.9 3.4 
Gabon 0.5 0.8 2.5 
Indonesia 133.6 200.2 2.8 
Iran 33.2 51.7 3.0 
Iraq 11.1 17.9 3.4 
Kuwait 0.9 1.3 2.0 
Libyan Arab Republic 2.3 3.8 3.4 
Nigeria 80.0 119.0 2.0 
Qatar 0.2 0.3 2.7 
Saudi Arabia 8.9 13.4 2.8 
United Arab Emirates 0.3 0.7 2.0 
Venezuela 11.8 17.8 2.8 

TOTAL 306.7 464.9 2.8 


Sources: OPEC Annual Statistical Bulletin 1974, OPEC, Vienna, 
1975 World and Regional Population Prospects, 
U.N.N.Y., 1973 International Economic Indicators 1974, 
Stanford Research Institute, Menlo Park, 1974. 


As the data show, in the next fifteen years, total addition: 
to the population of the OPEC-countries will be 158.2 million. 
This means that, figuratively speaking, in the next fifteen years 
a whole new country with a population of 158.2 million (Le. 
bigger than presently any one listed above) should be created, 
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with infrastructure, industry, agriculture, employment, schools, 
etc., — beyond enlarging all these for the present population. 
This illustrates also that the whole situation underlying to 
econcmic policy in the develop:ng countries is quite different. 
from that in Europe, for instance, where the average annual 
rate of increase of the population is not more than 0.7 per cent 
cr in the USA where it is 1.0 per cent. 


The growth of the population nas several consequences on 
different fields. First is among them the problems of focd. 


The growing need for food cannot be, on a long run, cover- 
ed totally or mostly by imports, — partly because the high 
level of food prices on the world market and partly because of 
the dependency on food imports coming from the capitalist coun- 
tries. Diversification of the internal economy and the necessity 
of creating new emvloyment possibilities also need development 
ef the agricultural sector. 


In the present stage of the world food market, efforts aimed 
at increasine fo-d nroduction in tke developing countries are 
motivated stronger than ever before. In 1974, total cereal pro- 
duction of the world was 2 per cent less than in 1973. If we 
considered that at the same time some 70 million more people 
has been to nourished than a year before, we understand the 
real importance of this relatively small decline in the pro- 
duction.? At the end of 1974, the price of wheat was tripled as 
compared to 1971. The price of sugar rose similarly. From 1971 
to 1974, its price h=s been more than doubled: further. from 
the beginnine cf 1974 to the beginning of 1975 it sprang by 
two and a half and reached 600 $ ton.? 


Having in mind, on the one hand, that in the oil-producing 
countries of North-Africa and of the Middle East 75 per cent 
of the total calory value of the nutrit’on are covered by cereals 


1) Lester Brown  Perspektiven der Welt-Ernahrungelage. Europa Archiv, 
1975, No: 3. 


2) Notices Economiques, Zurich, Union-des Banques Suisses, Février 1975. 
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and sugar!, and on the other that presently the USA is the: 
world’s biggest exporter not only in cereals but also in rice. 
(its share in the total cereal exports of the world is bigger than 
the share of the Middle East countries in world’s crude oil ex- 
port) one can easily understand that promotion of the agricul- 
tural production in the OPDCs is a necessity economically as 
weli as politically. 


The other consequence of the rapidly growing population is 
the urgent necessity of creating employment possibilities. Na- 
turally, the ways and means of diversifying economy and of in- 
dustrialization, with a view to creating new working places, are 
different in each country. This leads us to the broader subject 
of general development policy. No doubt, more competent papers 
will be presented here on these qustions by my colleagues from 
the developing countries. 


From my part, I should like to stress only one element cf 
the huge scope of development policy. which, however, seems to 
me neglected. This is the rcle of the construction of railway net- 
work. Presently, the transport system in most of the OPDCs is 
based on camions. buses and aviation. — involving dependency 
on imrorts of equipment and technclogy. But cne has not to 
forget that railway was an important factor of economic devel- 
cpment in Europe in the second half of the last century. Its 
impact on development is manyfold; it has a strong backward 
linkage to the development of heavy industry and by inter- 
connecting the regions cf a country it opens new segments of 
the hcme market, makes new resources more easily accessible. 
A good example is Iraq where the reconstruction and moderniza-. 
tion of the railway network (with the contributicn of the 
socialist countries) including the 550 km, Baghdad-Basrah rail- 
Way gave a new impetus to the economic circulation of the 


1) Lester R. Brown Man, Land and Food. Washington, 1963, US Depart- 
ment of Agriculture, 153 pp. 
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country.! The importance of this means of transportation begins. 
to be recognized also in other oil-producing countries. In a recent 
agreement concluded the 7 January 1976 between Japan and 
Iran it is foreseen that Japan will contribute to the construction 
of a 1200-km. high speed railway between Tehran and Mashad.? 


Beyond speaking on the rational use of oil earnings one has 
to speak about their misuse too. One case of this misuse is 
armament, not motivated by justified defence needs. The military 
expenditures of the developing countries taken as a whole has 
grown at an annual rate of ten per cent since 1960.° 


A recent report of the Executive Director of the United 
Nations invircnment programme’ states that in the developing 
countries a large part of the foreign exchange obtained through 
international trade has been used to increase military capacity 
rather than relieve the poverty of the population. 


Acccrding to a recent analysis made by different American 
organizations and personalities, in 1975, the countries of the 
world spent 300 thousand million dollars to armament, — as 
against the 276 thousand million dollars used for this purpose 
in 1974. Armament race has been the quickest in the developing 
countries Where during the last fifteen years mlitary expenditure 
have keen doubled, reaching 39 thousand million dollars in 
1975, During this pericd, military expenditures in the Middle East 
countries rose by eightfold. According to official American in- 
formaticns, the USA delivered to Iran and Saudi Arabia military 
equipment worth of abcut 10 thousand million dollars, — far 
beyond the real defence needs of these countries. 


1) Najem Harchan; Economic relations of Iraq with the European socialist 
countries and their impact to the Iraqi economic development. Candidate 
dissertation, Budapest, 1976. 

2) International Herald Tribune, 8 January 1976. 

3) SIPRI Yearbook of World Armaments and Disarmaments 1968/69. 

4) The State of the environment 197¢. Report of the Executive Director of 
the United Nations Environment Programme. UNEP/GC/58, 30 January 
1976. 


The proposal for a World Conference of Disarmament, made 
by the Soviet Union and the socialist countries in the Special! 
Commission of Disarmament of the United Nations should be 
supported also by the OPDCs in their own interest. 

Such a rapid development, such a tremendous restructura- 
tion of economy and society have their political and institution- 
al wreconditions, among them planification, the leading role of 
the state sector and the mobilization of the large masses, in a 
democratic way, for the formulation and the implementation of 
development plans. A good example for this is Iraq where oil 
industry, as the present leading branch of the naticnal economy 
is fully nationalized. The share of the state sector is 73 per 
cent in the industrial production and 90 per cent in the foreign 
trade. The state sector participates with 56 per cent in the 
fixed capital formation, and has a ieading role in the implementa- 
tion of development plans. This expla’ns the success of Iraq in 
the development performance : from 1969 to 1974 production of 
the processing industry rose by 72 per ceut (annual average 
rate of growth: 11.5 per cent) and agricultural production by 
41 per cent (annual rate of growth: 7.1%). Development targets 
are set by long-term (1975-1995) and medium-term (1976-1980) 
plans. 


Ill. Some problems of the external economy 
Aithough the OPDCs are today in a stronger position than 
before, 1973, two basic elements of their vuinerability have not 
yet been changed. The first element is their dependency on the 
oil export : 
Oil exports as a percentage of total exports 


Algeria 828  wuwat 988 
Ecuador 44.9 Libyan Ar. Rep. 99.7 
Gabon 43.0 Nigeria 82.7 
Indonesia 50.1 Saudi Arabia 98.3 
Tran 820 Venezuela 94.4 
Traq 95.7 


Source : OPEC Annual Statistical Bulletin. 


1) Iraq in Figures. Central Statistical Organization. Baghdad, 1975. 
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The other element is their dependency on the developed 
capitalist countries as a market for their oil export: in 1974, 
from the 27,355 thousand b/d total crude oil exports of the OPEC: 
countries only about 80 thousand b/d, ie. not more than 0.3 
per cent went toward the Eastern European socialist countries. 


Dependency on the develoned capitalist countries means 
practically in most cases dependency on the multinational com- 
panies, — on these most powerful and aggressive elements of 
the capitalist world. Many of the MNCs are stronger than the 
individual OPDCs. 


GNP and gross revenues of selected multinational 
Ou companies and oil-producing developing countries 
respectively in 1973, in thousand million dollars 


Exxon 25.7 Iran 25.0 
Royal Dutch-Shell 17.2 Venezuela 16.2 
Texaco 11.4 Indonesia 10.6 
Mobil Oil 11.4 Algeria T.1 
Gulf oil 8.4 Nigeria 6.7 
Standard Oil Cal. 7.7 Kuwait 4.7 
British Petr. 7.3 Saudi Arabia 4.7 
Standard Oil Ind. 5.4 Libya 4.1 
Shell Oil 49 ———— 

Continental Oil 4.2 Source: Vision, 1974 December. 


This overwhelming power is not limited to the real flows 
and international trade but it manifests itself also in the field 
of finances. According to a report of the Senate of the USA, 
from the 268 thousand million dollars total short-term liquidity 
of the capitalist world in 1971 some 110 thousand million dollars 
were owned by foreign branches of big American parent com- 
panies.’ 


1) Les multinationales et l’Europe, par Philippe Heymann. «30 Jours: 
d’Europe», décembre 1974. 
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This strong dependency on the demand of the developed 
capitalist countries turned out to be disastrous in 1975 when 
imports of the developed capitalist countries fell in a great 
measure : 


Changes in Imports of different regions 
in 1975, in per cent 


U.S.A. — 15.0 
Canada — 50 
Japan — 16.0 
Belgium-Luxemburg — 60 
France — 12.0 
German Fed. Rep. 0 
Italy — 14.5 
Netherlands — 45 
United Kingdom — 11.3 
Other OECD countries — 4.4 
Total ORCD — 9.2 
OPEC-countries + 30.0 
Non oil producing developing 

countries 0 
Socialist countries -+ 15.6 


Source : Association des instituts européens de conjoncture 
économique. Lettre mensuelle de conjoncture du 
COE, No. 176. 


In 1975, exports of the OPEC-countries fell by 12 per cent, 
— as a consequence of the narrowing markets of their main 
partners : the developed capitalist countries. 


The main reason for this shrivelling in the imports of the 
developed capitalist countries is the decrease of their production: 
it was 8 per cent smaller in 1975 than in the previous year, 
according to a GATT-report published in February 1976. 


In 1975, the only region of the world where both imports 
and exports expanded was that of the socialist countries. Ac- 


— 52 — 


cording to the same report of the GATT, exports of the social- 
ist countries rose by 18 per cent, their imports by 20 per cent 
in 1975. 


The stable growth of the CCMECON countries is a con- 
stant phenomenon in the present unstable world economy: from 
1971 to 1975, their industrial production increased by 45 per 
cent as against a 10 per cent increase of industrial production 
in the developed capitalist countries during the same period. 


The huge market of the socialist integration is a stable 
and reliable source of development energies by its participation 
in the international division of labour, by its trade with the 
assistance to the developing countries. Although the socialist 
integration disposes on abundant oil reserves, the rapid ex- 
pansion of the industrial production in the COMECON-countries 
means also a growing demand for energy resources including 
oil. In some cases also the geographic situation of some Eastern- 
European socialist countries makes rational the use of Middle- 
East and North-African crude oil. At the same time the capacity 
of the COMECON for the delivery of investment goods, trans- 
port equipment and also complex systems of food production 
and processing offers a solid basis for medium and long-term 
agreements with the OPDCs for mutual deliveries. The recent 
association of Mexico and of Irag (in June 1975) with the 
COMFCON (an organization open for every country) proves 
that this possibility has been already recognized. Socialist coun- 
tries contributed in Iraq to the construction of electrotechnical, 
petrochemical and pharmaceutical plants as well as to the ex- 
pansion of the production of machines. Socialist countries 
deliver also equipment to the Iragi oil industry. 


An important advantage of trade among or with the 
COMECON countries is the stability on both macro- and micro- 
economic level. The fact that 40 per cent of the trade carried 

1) Press conference of Fadyyev, General Secretary of COMECON, at 18 


February 1976. 
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on by Hungary with other COMECON countries are based on 
specialization or cO-operation agreements, transmit this element 
ot stable expansion to the level of the Hungarian enterprises. 


Beyond the regular harmonizaticn of trade between the 
COMECON-countries in the framework of their Five-Year plans, 
a new phenomenon is concluding ten-year agreements for the 
mutual delivery of some goods having special importance for 
the contracting partners. The first such agreement has been 
signed between Hungary and the Soviet Union in March 1976; 
it foresees the delivery of Hungarian cereals and corned beef 
against Soviet crude oil, motor gasoline, cotton, timber and 
cellulose. The total value of the mutual! deliveries will amount 
to 1250 million dollars. 


The delivery capacity of the Hungarian economy can be 
demonstrated by the fact that since 1968 Hungarian machine 
exports to developing countries rose by yearly 30 per cent. The 
exports of Hungarian food to Iraq grew to its fourfold during 
the last two years. The ten poultries delivered. by Hungary to 
Iraq illustrates the delivery capacity of Hungary in the field 
of complex food production systems. 


The restructuration of the internal economy and _ society 
parallel with that of the external economic relations is a huge 
but — as the example of Iraq shows — promising and fruitful 
work. The developing countries — oil producing or not — can 
always count on the support of the socialist countries, — in the 
international organizations as well as in the bi- and multi- 
lateral relations. But this assistance is only one element among 
several ones, including the anti-imperialist solidarity of the de- 
veloping countries and the democratic transformation of their 
societies. by a firmly determined progressive policy. 
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THE EFFECT OF THE MNCs PETROCHEMICAL: 
CONTRADICTIONS ON THE PRIORITIES FOR 
TH IMPLEMENTATION OF THE NEW WORLD 
ECONOMIC ORDER 


1. 


1-1. 


by 
YVON LE MOAL 


(France) 


THE DEVELOPMENT OF RELATIONS BETWEEN 
OIL MULTI-NATIONALS AND CHEMICAL 
MULTI-NATIONALS 


Relations between Oil MNC and Chemical MNC wp to 1973: 


They express complementary and converging interests re- 
sulting from the ability of the U.S. to obtain gas and 
Kurope and Japan to get naphtha. 


Actually, the development of the petrochemical industry has 
permitted : 


— Refineries to make further use of oil derivatives. 


— Petrochemical companies tc gain a high surplus value 
resulting from the low price of these oil derivatives 
(ethane, propane, naphtha) and the rise in the price of 
ethylene. 


This objective alliance has permitted the multinationals 
to control the petrochemical industry in West Europe 
(see Table No. 1). 


. Rupture of the status quo among the oil and chemical 


multinationals - 


Since OPEC adovted its resolutions in 1973, the availability, 
prices and utilization of naphtha became the subject of 
negotiations and. stands which -threatened relations be- 
tween the “oil” branches and “chemical” branches. 
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The constitution of a real mine rent on naphtha is a prob- 
able response of the oil companies to the problems to be 
raised by petrochemical companies. They may even resort 
directly to cracking in order to gain more profit from 
utilizing crude oil or cther heavy fuels containing a high 
percentage of sulphur (eg.: ESSO). 


Confronted with the domination of the oil trusts, the multi- 
national chemical companies tend to resort to other areas 
for satisfying their needs cf oil and naphtha. They may 
also search for new rents thanks to the internationa! 
division of labour. 


Therefore, two conditions are necessary : 


— Development of crude oil refinement in the producing 
countries or wide-scale utilization of associate gases. 


— Acceptance of the producing countries to integrate 
their production in the marketing channels of the 
multi-nationals. 


. Solving the problem of obtaining raw materials : 


Positions : 


Report by Mr. Albert H. Becasse, DSM Holland, to the EC 
MRA/CMRA Conference held in London in October 1975. 


“...The possibility of chtaining naphtha is determined by 
a number of factcrs out of the control of the chemical in- 
dustries, When suovly and demand are balanced the petro- 
chemical products’ market and the wider market of fuels 
compete one with the other (...) In the long run, the petro- 
chemical industry should be aware of its derendence on the 
oil companies and the government decisions (...) It is clear 
that in the future the chemical companies will insure their 
supply by entering into long-term contracts with the sup- 
pliers of ethylene and propylene; (these contracts will put 
the producers of ethylene and propylene in a better position 
as they will be sure of obtaining their needs). They, in 
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turn, sign contracts with the suppliers of raw materials... 
(Oil Companies or producing countries), 


Report by Mr. Akira Minra of Mitsubishi Petrochemical Co. 
Ltd. to the ECMRA/CMRA Conference held in London in 
October 1975: 


“..che Japanese petrochemical industry’s total dependence 
on naphtha will cause difficulties in the future. Therefore, 
it is necessary to look for new solutions for the future such 
as: 


— Finding a system that allows the use of raw materials 
Other than naphtha such as kerosene and the light and 
concentrated derivatives. 


— Developing the technologies of cracking’ heavy and 
other derivatives and combining these technologies in 
the long run with the refineries with the aim of devel- 
oping “chemical refineries...” 


Mr. Hyde’s analysis in “Chemical Insight”? November, 1975: 


“.. It is interesting to note that a certain number of Americ- 
an chemical companies have attained positions of control 
over petrol and gas without preoc-upving themselves with 
engaging in the petrochemistry of the basic products (...) 
Thus thev can use the hvdrocarbures unde~ their control at 
an exchange value in return for olefines and aromatics...” 


Solutions : 


The policy of “securing” the strategic supp'ies of the MNC 
leads to: 


— The deveJonment of new relations with the ail eamnanies 
(Ex : Diamond-Phillins Accords, Du Pont-Richfield 
Accords). 


— The investment in the mines of raw materials (ef: Du 
Pont, Diamond, ICI, BASF...) 
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Endeaveur to conclude supply agreements with some 
Third World Countries. (cf: Mitsui and Bayer with 
Iran, International Synthetic Rubber with Algeria, 
Mitsubishi with Saudi Arabia. C.D.F. in Qatar;...) 


1-4. Searching for geographic and technological cutlets an1 
holding reat negotiations cn the establishment of a new 
economic order. 


Search for geographic outlets : 


Promoting the activity of the petrcckemicals in peri- 
pheral capitalist states like Canada, Brazil, Spain, 
South Africa, Australia and Indcnesia. 


(cf: The strategies of DOW, ICI, Rhone Poulenc or Du 
Pont, 


There is also a new strategy round the Nozth Sea (cf. 
the projects of BP, ICI, Dow, MONTEDISON, DSM, 
NORSK HYDRO.....) 


Search for technological outlets : 


The conversion of carbon, the use cf nuclear energy 
and the cracking of heavy derivatives are technological 
outlets for raw materials. But what may be strictly 
called technological cutlet (equipment and procedures) 
are more important although they have different preb- 
lems. They pose the prohlem of new contradictions in 
the accumulation of capital and the creation of the 
production value in the petrochemical sector. 


2. Over-accumulation of capital and the devaluation of 
labour through the intervention of M.N.Cs in petrochemic- 


als. 


This contradiction develops particularly in : 


Conflict over plastic materials (cf. example of polypro- 
pylene). 
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— Negotiations on the exportation of ethylene (or na- 
porua) from the Third World Countries to the petro- 
chemical MNCs. 


2-1..The Monopolistic Struggle for Plastic Materials : 
The example of polypropylene 
Situation : 


— Renewing the technological monopoly of MONTEDISON 
and SOLVAY by concluding contracts with the Japanese 
on the polypropylene catalysts just as the exclusive 
accords expire. 


— Conflict between the “oil” and the “chemical” com- 
panies over the capacity of producing polypropylene. 
The productive capacity of West Europe from 1978 - 
1980 is expected to surpass the market demand by 450 
thousand tons (cf, Table No. 2). 


— Consequent conflict over the price of polypropylene at 
the expense of hard naturai fibres (sisal, jute, hemp...) 
and accordingly at the expense of the producing coun- 
tries (Sri Lanka, Tanzania, India, Bengladesh). 


N.B. generally the synthetic polymeres tend to replace 
the natural products whose future is being discussed 
by the FAO and UNCTAD Intergovernmental Group on 
Hard Fibres. 


Significance : 
lor the achievement of this over-accumulation the MNCs: 


— Increased the extraction of surplus value from the; 
labour of European workers. 


Examples of the reactors for the polymerisation of 
high density polyethylene : the replacement of a 10.000 
ton/an. reactor by a 30.000 ton/an, reactor enabled the 
RHONE POULENC trust to increase the surplus valué 
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derived from the labour of workers 2.2 times the 
salariés paid to the workers of the new reactor. 


Devalued the work of farmers in Tanzania, Sri Lanka 
etc... by devaluing the price of sisal on the world 
market; thus consolidating their neo-colonialist domina- 
tion of these countries because “In an international 
economic order aiming at the elimination of the ex- 
ploitation of a people by another, the criterion determin- 
ing the supply price of products such as cocoa and 
coffee and their like on the international market is the 
average value of the manpower in the group of coun- 
tries that form this market’’. 

(Celso Furtado, First Conference of the Third 

World Economists. Algeria, 2-7 February, 1976). 


2-2. Neo-Colonialist scramble for the basic petrochemical ma- 
terials : 


Before the OPEC resolutions in 1973 the trusts realized 
their interest in utilizing the virgin sources of naphtha in 
the Persian Gulf. The exnerts of Sun Oil calculated the 
profit realized from the difference between the cost of 
naphtha when exported to the United States and the price 
of naphtha in the Mexican Gulf. They nut it at 25-30%. 


Since 1974 OPEC Countries were pressured to accept ex- 
porting within the framework of joint ventures. 


Either primary petrochemica! materials 
(ethylene, butadiene, particularly benzene). 


cr polymers 
(poly-ethylene, PVC, ammoniac...) 


The targets of the MNCs are diverse but they converge on: 


1) 


Evading the decisions. of the OPEC membe’s in order 
to obtain a devaluation of the prices of gas and crude 
‘oil and thus transfering directly an important part of 
the oil rent. 
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2) 


3) 


Example : Letter of the National Iranian Oil Company 
representative in Baghdad in Novembe: 
1975: The proposed price of ethane is 0.5 
cents/1000 CF, that is at the extraction 
price, in order to export ethylene. Mean- 
while, the price of gas in the United States 
is 1.7 cents/1000 CF. 


Accelerating the over accumulation of capital in Arab 
countries in order to organize an indirect recovery of 
mine rent thanks to the : 


— Policies of “over pricing” equipment and patents: 


Example : The sale in 1975 of two polythylene and one 
polystyrene licences to CDF Chemie enabled 
it to realize more than 30 million francs of 
added value. 

(M. Petitinengin, President, cited, in AGEFT, 
25/03/76). 
— Technologies based an “scale economy” which 
oblige Third World countries either to export or 
not to make full use of them. 


Profiting from the provisional differential rent in con- 
soli'dating their means in the monopolistic conflicts 
among’ the petrochemical multi-national corporations. 


Example: The joint ventures for polythylene furnish 
MNCs with situation rents in the conflict 
among them over devaluation in the capital- 
ist countries : The MNCs which particinate 
in joint ventures anticipate (and therefore 
accelerate) the devaluation of the products 
as they make vse of the depreciation of the 
price of gas. of infrastructures and of man 
power in OPEC-countries. 


The. consequences of ‘this group of practices (or intentions 


of practice) are multiple as far as the OPEC-countries and 
Third World states are concerned : 


1) Recovery of mine rent. 


2) Transfer to the capitalist states of an important part 
of the surplus (the added value) created by the petro- 
chemical industry at the price of the international 
market, 


3) Hence the systematic devaluation of the productive 
forces of OPEC and Third World Countries, 


4) Finally extension of an MNC integrated commercial 
system which allows them to realize the exchange value 
of preducts and ecnsequently to organize devaluation. 


Accordingly, the choice of, developing the petrochemical in- 
dustry must be reinterpreted: in terms cf priorities to be 
defined and contradictions to be resclved, “It is fundament- 
al not to mix the liberating industrial transformation with 
the transformation that reproduces an unequal capitalist 
integration. 


Issam El-Zaim: The industrial transfers and the 
search for a new international economic order. “A 
critique of the Develorment Philosophy of the 
United Nations Declaration on the Establishment 
of a New International Economic Order.” Seminar 
on New International Economic Order and the 
Arab World. (Kuwait, 27-29 March 1976). 


Thus the consequences of the petrochemical MNCs _ neo- 
colonialist practices get first priority in the struggle, as 
that is also a condition for the establishment of a new in- 
ternational economic order. 


3. Petrochemicals and the establishment of a new international 
economic order, 


‘The struggle against the extension of an integrated com- 
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mercial system of MNCs is a top priority object: as the 
other neo-colonialist practices cannot develop unless such 
commercial integration is realized. 


Thus We have to analyse successively : 


— The problem of marketing as a necessary tool for trans- 
fers and devaluation. 


— The problem of the depreciation of prices of the pro- 
ductive forces of the Third World. 
— The problem of recovering’ mine rent. 


For controlling commercial channels. 


The establishment of national petrochemical companies fully 
controlling the transformation and sale of petrochemical 
preducts is the minimum condition. 


Hence, defining commercial contracts controlled by every 
Third World ccuntry is an indispensable condition to 
ensure fixing a just price in the struggle against domina- 
tion. 


These two tools can also be used in establishing equitable 
relations between Third World countries: the nationaliza- 
tion of petrechemical commerce and the establishment of 
contractual relations defined by the states are two tools 
for integration and cooperation between countries that 
cannot fully control the petrochemical industry before the 
year 1990. 


However, the establishment of such integration poses a 
threat to the MNCs strategy of creating segments of in- 
dustries in Third World countries. Hence integration is an 
indispensable means in the struggle against the devaluation 
of the petrochemical products, particularly in OPEC-coun- 
tries. 
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Against the. Devaluation of Productive Forces: 


The struggle against devaluation means :. 
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Struggle against the over accumulation of capital, on 
One hand. 


Confronting the consequences of the monopolist scram- 
bles among MNC, on the other. 


Progressive countries can embark on integration proj- 
ects (ex. inter-Arab projects, or joint p ojects between 
Arab Countries and other Third World states) to 
facilitate obtaining the technologies based on ‘scale 
economy.” 


“The joint Third World projects” actually have two 
advantages : 


First, they create a political liberating dynamism in 
confronting all forms of MNC pressure (joint ventures, 
engineering, financing...) 


Secondly, they tend to liquidate the contradiction of 
the big units imposed on Third World countr‘es. They 
are obliged to choose either under-utilization or exporta- 
tien thrcuzh MNC channels. The logical outcome of 
this liberating policy is the necessity of raising ques- 
tions on the petrochemical branches that should be 
developed. 


Is it a auestion of extending the scope of the western 
industrial system and accepting. 


“The welfare of a westernizing society as a result of 
its accenting the western basket of both material out- 
put and value. system”’. 


Jalal A. Amin. A critique of the Development 
Philcsophy of the United Nations Declaration on 
the Establishment of a New International Economic 
Order, Seminar on New International Economic 
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Order and the Arab World, Kuwait 27-29 March 
1976. 


Or is it building another society based on the policy of 
“self-reliance” as opposed to the interdependence policy 
advocated by the West? 


The policy of self-reliance is based on objective alliances 
among Third World countries. It enables them to 
avoid unconscious participation: in the devaluation of 
their new preductive forces. This choice underlines the 
necessity of resolving contradictions such as; 


developing synthetic rubbers (or its primary 
materials, ex: butadiene) at a time when the na- 
tural rubber of Vietnam and Malaysia is devalued 
as a result of the monopolistic scrambles of the 
trusts. 


Developing nylon or polypropylene at a time when 
the MNCs practices are devaluing short-stable 
Cotton (Sudan, Syria) or hard fibres (the sisal of 
Tanzania, Sri Lanka and China). 


Finally, develoning cultivated proteins on n-paraf- 
fin base at a time when the utilization of arable 
lands in the Arab countries (cf. Table No. 3) is 
indispensable for providing food a population rang- 
ing from 220-230 millions by the year 1990 and 
280-300 millions by 2000. 


Thus there are several possible choices, such as: 


—- Production of polyester fibres for increasing 
the price of short-stable cotton (tissues com- 
bining the two fibres). 


— Agreements between progressive OPEC-coun- 
tries and progressive producers of natural hard 
fibres and natural rubber. Such agreements 
can link countries whose nationalism enables 
them to embark on the process of liberation, 
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Table No. 3: 


( arable Iannis (100 to 400 mm of Wator) 
in thd Arab Countries 


(Areas in thousand Kn“) 


Cowit ry Total Area Raesbie 50 mm) 
Area Percentage 
Algeria 2.381 200 Bow ¢ 
Egypt 1.000 3.0 
Libya. 1.760 90 ge 
Morocco Au? 120 26.8 
Tunisia» 1€E0 3463 
tora 61 5.748 495 8.6 
Bahrein 0.6 ( 
Iraq 435 291 67 
Gordan 98 “y 
Kuwait 16 LOO 
Lebanon 10 10 
Oman 212 5 
Qatar 22 ( 
Saudi Arabia 2.150 25 1 
Syria 185 167 90 
United Arab Enirates 84 ( 
Arab, Republic bf Yemen 195 5 
P.D.R, Yemen 288 13 | 5 
rotaL() 3.696 586 | 16 
if.4 °°" 


TOTAL (y+ i C2 ne aes Fedak ~ ~Le08L 


"| €@@-0@ © @ ere ©@ O-*8 20-2 COD TOD DS OC 0 Owe ow =~ eww ww o 


Q@) Narth Africa 


(2) Arab Peninsuls 
. Sources FAO UNEP 


International Caifefence for the Sociological Anrangement af 
Arid and Semi arid Regions in Africa. and-the Middle East, 
(E,MeAeS.AeR. } Roce Feb. 3-8, 1975 oy 
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The problem of industrial exploitation of hydrocabures and 
the light against the recovery of mine rent can take place 
in new conditions. 

For the industrial exploitation of hydrocarbures 

MNCs expect a big rise in the prices of petrochemical 
primary materials and of ethylene (cf. Table No. 4a and 4b). 

(Table No. 4a) 
Expected Development in Prces of Petrochemical 


Primary Materials in the U.S.A. 


Source : Union Carbide Corp. May 1975. 


1975 
1975 1980 198) 
$/f $/MMBtu $/T $/MMBtu 

Crude Oil 10.40 1.69 93.50 2.24 1.33 

Natural Gas ($/MCF) 1.75 1.92 2.75 3.20 1.57 

Ethane 41.70 0.87 152.90 3.21 3.67 

Propane 31.20 0.65 176.80 3.01 3.67 

Naphtha 108.00 2.99 136.8 3.28 1.27 
Ethylene (naphtha 

base) 203.00 — 506 00 — 2.59 


(Table No. 4b) 
Exvected Evolution in Prices of Naphtha and Ethylene 


| in JAPAN 


Seurce : MITSUBISHI, Octobér, 1975 


1975 
1975 1980 1989 
$/T $/MMBtu $/T $/MMBTu 
Naphtha 119 285 181 434 1652 


Ethylene 290 — 497 res 6; 
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Their strategies try to anticipate this rise in a bid to evade 
them. 


This makes it clear that every exportation from national 
companies (inter-Arab or in each country) to western states 
should be based on these perspectives. 


However, this is not sufficient. The exportation of equip- 
ments and engineering machines permits the recovery of 
part of the mine rent. 


The establishment of engineering companies in OPEC-coun- 
tries (cf. the role cf OAPEC) is an imperative necessity for 
Which all the Third World productive forces should be 
mobilized. This includes em‘grants to the west. The objective 
alliances armcng Third World countries will render this 
project more effective as preved by the experience of 
(PFEMEX) Mexico and India as regards “appropriate tech- 
nology” in particular. 


Doc: No. 9 p 1 presented by T. Rov to the Second Arab 
Petrochemical Conference (Abu Dhabi 15-22 March 1976). 


The problem cf furnishing equinment leads us to underlin- 
ing the imnortance cof “development aids” and the role of 
socialist countries. 


Redefining aids on the hasis of the practices cf socialist 
countries would permit to : 


— Struggle against the over pricing policy of the MNCs 
in the short run. 


— Setting up independent industry for producing equip- 
ment as in the experience of Egypt, Yugoslavia and 
in the medium run. 


CONCLUSIONS 
Third. World Countries, progressive states included; have 
the possibility of transforming the history of unequal relations 
in the petrochemical field. 
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Their actions will constitute both the road and the means 
to establishing a new international economic order, 


— because they will threaten the neo-colonialist practices 
of the MNCs. 


— because they consolidate the alliances among Third 
World states. 


The collective autonomy of the Third World will appear 
then as one of the guarantees of petrochemical devel- 
opment : 


“Nor does this policy imply a complete boycott of 
foreign trade but only the reversing of the present 
relationship between international trade and develop- 
ment strategy, just as we have suggested with regard 
to foreign aid, so as to have our development goals 
determining, not determined by the pattern of foreign 
trade.” 


Jamal A. Amin. op. cit. 
Kuwait, 27-29 March 1976. 
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DEVELOPING COUNTRIES AND REVERSE TRANSFER 
OF TECHNOLOGY 
What are the Economic Dimensions of Reverse Transfer. 
Brains Migratioin and Calculus Procedure 

of the Balance of Payments. 


by 
Dr. JAWAD HASHEM 
(Iraq) 


FROLOGUE 


1 — It is a fact that most developing countries started, 
particularly after the Second World War, mzking serious at- 
tempts to rise from their underdeveloped standards. 


These attempts were primarily acccmpanied by introducing 
ccria'in consumption industries substituting for importation. 
Eventually, these evolved into manufacturing a number of 
durable goods. 


Since the sixties, a number of developing countries seriously 
considered the establishment of a base for heavy industry. This 
called at the same time for arrangements necessary for cbtain- 
ing the technology for this kind of industry from the develcped 
countries as well as the organization of this transfer so as to 
assure the continuity of production and the development of its 
means. 


Since the early seventies, several international conferences 
were held to draw up the rules and regulations, which would 
facilitate the process of transferring technology from the devel- 
oped countries and the clarification of these countries commit- 
ments to the developing countries so that this transfer would 
not lead to a new kind of colonization. 


2 — At the same time, as these attempts on the part or 


ee 


international and regional organisations to secure the requisites 
for the transfer of technology as an indispensable factor for 
the realisation of a high living standard, and as the key for 
economic independence and the elimination of the last vestige 
of the control of a foreign economy over the resources of the 
developing countries, the developed cavitalist countries were 
resorting to plans, policies and measures meant to effect a re- 
verse transfer of technology from the developing countries to 
the former by encouraging the migration of proficiencies, brains 
and other skills as well as by raising the restrictions and barriers 
before those of the skilled human resources wanting to immigrate 
to them so that the issue of reverse transfer of technology (or 
the so-called migration of brains, or human skills) became one 
cf the most important contemporary problems from which de- 
velcping countries are suffering. 


This problem will be the centre of our research in the fol- 
lowing pages depending on the studies and indexes presented at 
the U.N. specialised agencies, particularly, the studies prepared 
by the U.N. Conference on Trade and Development (UNCTAD), 
as well as on a number of other available sources on the sub- 
ject. 


3 — Before entering’ into the details of this research, there 
are a few points to be clarified : 


a) That the term “reverse transfer of technology”, is used 
2S a synonym of the familiar expression “brains migra- 
tion” or “migrant skills”; 


b) ‘The use of the term “reverse transfer of technology”, 
is meant to emvhasize the connection and parallelism 
between measures and regulations relevant to the 
“transfer of technology” from the developed to the 
developing countries, and those relevant to the “migra- 
tion of brains’ which is the princival rule for trans- 
ferring and developing technology from the developing 
to the developed countries; 


c) that the research raises a number of points which still 
need more study and elaboration, whether as regards 


ene & eee 


the negative aspects of the migration of brains from 
the developing countries, or as regards calculus methods 
related to the assessment of losses resulting from that 
migration, or to the obligations of the beneficiary 
developed countries; 

d) that the figures and indexes used in the research go 
back to the period from 1961 to 1972. 


4 — The research can be divided into : 
First : Conclusion and indexes; 


Second : Economic dimensions of the reverse transfer of 
technology; 


FIRST : Conclusion and Indexes : 


9 — Certain developed capitalist countries, (particularly, 
the United States, Canada and the United Kingdom), adopted 
over the past ten years a number cf measures designed to 
facilitate and encourage the immigration of brains and other 
skills from the developing countries. 


In other words, instead of transferring advanced technology 
to the develop’ng countries, the developed capitalist countries 
issued a number of leg's!ations and laws which would lead to 
a reverse technological transfer from the developing countries. 
Consequently, the attempt to undermine the base on which 
depend the operations of technological development in those 
countries as well as to widen the scientific and technical gap 
between them and most of the developing countries, that which 
led to grave reversals, whether as regards absolute or relative 
size of the geogravhic cr professional distribution of the migrant 
brains. 


6 — As a conseauence of all this, the developed capitalist 
countries polarized no less than 300,000 of experts and specializ- 
ed immigrants over the period from the e?rly sixties to the end 
of 1972. Ahont 22192% af these immicrated to the United 
States (90.2 thousand), Canada (F6.6 thousand) and the United 
Kingdom (84 thousand) as the tab'e (page 76) shows and which 
demonstrates that 59 ner cent of the proficiencies immigrating 
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to. the United States during the period covered by the study, 
were from the developing countries. This percentage rose from 
43 per cent during the years 1961-1966, to 68 per cent in the 
Six years, 1967-1972. Meanwhile, the percentage of proficiencies 
immigating to Canada and the United Kingdom from the 
developing countries was 26 per cent and 22 per cent, respect- 
ively, of the total number of proficiencies immigrating to them 
from all parts of the world during the years 1961-1972. 

7 — If we consider the professional structure, we would 
find that the great majority of emigrating proficiencies from 
the deveolping countries is made up of engineers (25 per cent), 
physicians and surgeons (20 per cent), physicists (10 per cent) 
and the rest from the category of technicians and middle 
cadres. 

More important still, is that the significance of the pro- 
fessional classification of the migrating proficiencies appears 
in the assessment of the net acquired revenue as well as the 
capital value of these proficiencies to determine their economic 
and social effects for the developed countries, on one hand, and 
the calculation of these effects on the developing countries of 
emigration, on the other hand. 

While the percentage of specialized physicians and surgeons 
immigrating to the United States, for example, reached 30 per 
cent of brains immigrating to it from the developing countries 
(during the neriod 1961-1972) the percentage of the contribution 
of these to the net revenue acquired there, reached more than 
o0 per cent. 

The: United Nations studies indicate that the developed 
countries (America, Canada, England) acquired more than 44- 
billion Dollars of net revenues as a result of the contribution 
of the immigrating proficiencies in all its activities during the 
period 1961-1972, of which the United States share was 30- 
biJlion Dollars, 10-billion Dollars for Canada and four billion 
Dollars for the United Kingdom 

8 — The estimated investment of canital value for the 
brains emigrating from the developing countries to the three 
afcre-mentioned develoved countries, amounted to about 50-bii- 
lion dollars, of which about 33-billion dollars worth of estimated 
capital value of the brains emigrating from Asia alone, particul- 
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arly from India and the Middle East countries. 

By the estimated capital value, is meant the sums needed 
for the preparation of the required cadre since entering the 
school and until the moment of its emigration. 

9 — When comparing the above stated figures with some 
other financial flows, their importance and significance become 
clear. For, while the United States, Canada and Britain did not 
extend more than 46.3 billion dollars in official aid to the de- 
veloping countries during the years 1961-1972, those three coun- 
tries received 50.9 billion dollars as a capital value of the 
immigrating proficiencies; in the sense that they obtained 
proficiencies and skills from the developing countries without, 
however, having incurred any costs or expenses in return. Added 
to this, the other gains and utilities they obtain all along the 
period of the contribution of these brains to their economic 
activities as Well as their various scientific fields as the follow- 
ing table shows: 


* Comparison between net development aid from developed 
to developing countries and the sum total of the investment 
value for the migrant skills during the years 1961-1972. 

(Figures by billion dollars) 


Estim-cap. 
value of migr. 
Net Devel. skills from Column (1) 
Developing aid Develop. countries minus 
Countries (1) (2) Column (2) 
The United States of 
America (1961-1972) 39.6 33.9 0.7 
Canada (1963-1972) 2.3 11.5 —9,.2 
The United Kingdom 
(1964-1972) 4.4 5.5 —1.1 
Total 463 50.9 —A.6 


OECD. Develonment Assistance Committee Development Cooperation, 1972 
Reviews, faire 1972. idem, 1974. 


* The phrase «development aid” used here and elsewhere in this research 
does not necessarily mean that it was given and used for development 
purposes of technological transfer : as there is ample evidence in the 
experience of the Third World countries on the use of this aid in pur- 


poses other than development and evolution. 
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10 — The previous indexes of increasing flows of skilled 
human resources from the developing to the developed countries, 
are in reality a reverse transfer of technology which caused in 
the past, is causing at present and will be causing in the future 
great losses for the developing countries under an inequitable 
system of exchange. This firmly indicates the urgent need to 
review the traditional calculus methods of international econo- 
mic relations so that these calculations would not be confined t> 
money and commodity flows, but transcends these to include the 
flow of human productive resources as a result of the emigration 
of brains and skills from the developing to the developed coun- 
tries : 


In other words, the gravity of the consequences of the 
emigration of brains from the developing countries requires an 
immediate preparation of detailed studies at the level of com- 
petent international institutions, such as the United Nations and 
the International Monetary Fund to complement the account of 
the balance of payments in a way reflecting the transference 
of resources implicitly accruing from the migration of brains. 
It also demands the determination of the obligations of the 
developed countries benefiting from that migration. 


Studies undertaken by the United Nations indicate that 
should: the benefits those countries get out of the immigration 
of brains from the developing countries, be evaluated in financial 
terms, the figures will be by the billion Dollars; for they benefit 
from three angles: First, they do not bear the capital value for 
the preparation of the specialised cadre; second; the incrementa! 
value added by this cadre in the various branches of economic 
activities; third, the financial resources acquired by the govern- 
ments of the developed countries from income taxes imposed on 
the earnings of the immigrating proficiencies, these taxes which 
brought in some 950 million Dollars in 1972 alone, in the United 
States, Canada and Britain. 


SECOND : Economic Dimensions of Reverse Transfer 
of Technology : 


11 — The reverse transfer of technology. or the migration 
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of brains, represents a movement of productive potentialities 
from the developing to the developed countries, which leads to 
direct and indirect damages to the countries of emigration, 
while at the same time benefit the countries of immigration. To 
assess the size of these effects, negative and positive, a digital 
evaluation should be made of the entire movement of that m‘gra- 
tion and its effects on rates of economic and social growth as 
well as the structural division of inputs and their levels and 
the ability of assimilating technology in the countries, negative- 
ly and positively affected by the flows of brain migration. 


12 — The assessment of these flows, their influences and 
their consequent effects, is a mathematical operation with 
branching equations and premises and requires a bread base of 
data and statistic information, notably : 


— Degree of disparity in the cultural standard of the 
country, of emigration, and the country of immigration; 


— Estimates of the prospective period of service of the 
misrating proficiency, taking into consideration the 
difference in this period between the developed and the 
developing countries; 

— The prospective differences in living costs between the 
two countries all along the working period of the im- 
migrant; 


— Level of wages and salaries, and the degree of benefit- 
ing from material and human resources. 


13 — Notwithstanding the difficulties surrounding the 
calculus operation, the United Nations (the UNCTAD) undertook 
a preliminary study on the method of evaluating the economic 
dimensions of the migration of brains on the basis of making 4 
digital assessment for three elements of cost through which to 
reach the s‘ze of the economic effect, with its narrow dimensions, 
left by mieration on the developing countries and on the volume 
of return it realises for. the economies of developed countries. 


Thouch this calculus method does not vef'ect the real dimen- 
sion of the problem we are tackling, it is considered an index 


a (9 


Which could be intensified and enriched in the future through 
more studies, The calculus, framework for gauging the economic 
effects of the migration of brains as shown in the U.N. study, 
can be summed up in the following : 


a) Gains acquired (or unshouldered costs) by the advanc- 
ed countries as a result of immigration; 


b):' Lost gains (or shouldered costs) by the developing 
countries as a result of emigration; 


c) Investment or capital value, acquired by the developed 
country (or lost by developing countries) as a result 
of immigration (or emigration). 


14 — An analysis of the calculus framework above men- 
tioned, would show that the economic effects of the migration 
of brains could be gauged from two sides: “cost side” and “gain 
side”. In other words, it is either a cost incurred by the devel- 
oping country from which brains emigrated and was not should- 
ered by the developed country to which they immigrated; or a 
“gain”, the developing country lost and the developed country 
acquired. In case all internal and external circumstances and 
factors are identical in both the developing and the developed 
country, the gains acquired will uffset unpaid ccsts, and the 
lost gains will equal the paid cost. 


Since the assumption of the parity of circumstance and in- 
fluences is an unrealistic one and could never occur in two coun- 
tries originally different in standards, hence, the assessment of 
the rise of eccnomic effects of the migration cf brains, depend. 
ing on the element of “cost” as a basis for calculation will lead 
to different results than those depending on the element of 
“gain” as a criterion for assessing those effects, unless we are 
focusing on short-term assessment. However, in analysing long- 
term economic effects. the use of the cost side would be better. 
particularly, if we could estimate the cost required for acquir- 
ing, or ccmpensating for the migrating proficiency. 


15 — It should be underlined that the question cf acquirel 
gains or lost gains is something relative and does not necessarily 
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mean their parity so that the gains acquired by the developed. 
country are equal to the gains lost by the developing country, 
for the two gains, though they may be equal at q certain point. 
in time, they would inevitably differ on the long 1un because the 
loss incurred by the developing country will intensify the tech- 
nological gap between this latter and the developed country the. 
longer the period since the migration of brains, without the 
possikility cf compensating for them. 


It could be concluded that due *o the high income standards 
in the developed countries, the gains acquired from the immigra- 
tion of brains to these countries wculd be much higher than 
the gains lost by the developing countries and, consequently, 
such an increase in gains would realise a surplus of net world 
gain which could he conceived in a world payments balance. 


This conclusion, advocated by certain writers in the capital- 
ist countries, could be neither correct nor logical because the 
loss of one dollar from the revenue of a developing country 
cause it much more difficulty than the loss of the same amount. 
wculd cause the developed country. 


16 — Though it is a question of the capital value of the 
migrating brains, what is meant, is a digital assessment of the 
individual immigrant as a capital good which is to be introduced 
into the producticn field for a chronological period determined 
by its productive life-time (or the period of service), to par- 
ticipate in various branches of economic activities, and, con- 
sequently, create an added value leading to the increase of 
national product and enhancement of rates cf growth. 


Notwithstanding the controveysy about the means of find- 
ing the value of this “commedity”, differentiation could be made 
between two major alternatives. The first alternative depends on 
the historical cost in the country of crigin (or the country of 
emigration) and which means all direct and indirect expenses 
including subsidies paid fer the education and rehabilitation of 
the person to raise him to a certain standard of skill and ef- 
ficiency until the time of this emigration. Since these expenses 
are usually calculated by the local currency, to add all these 
costs in a number of developing countries and to make interna- 
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tional comparisons, they should be transferred into one exchange 
unit such as the Dollar, for example; and since these costs are 
not incurred at one chronological moment, but over a long number 
of years, the dictates of calculus accuracy require of the 
research worker to take into consideration interests rates as well 
as rates of exchange of local currencies against the monetary 
unit used in the comparison. 


Meanwhile, the second alternative depends on the historical 
cost in the country of immigration. This criterion means the 
calculation of all direct and indirect expenses which the country 
of immigration would have shouldered for educating the person 
and raising him to the same standard of the skill and efficiency 
of the immigrant at the moment of his arrival to the developed 
country. Since education and rehabilitation costs in the develop- 
ed countries are much higher than similar costs in the develop- 
inex countries, the second alternative for calcuJating the capital 
value of the migrating brains will yield higher figures than 
those obtained had we applied the first alternative. 


TEIRD Some Proposed Policies : 


17 — It is not meant here to propose specific new policies 
to deal with the migration of brains, so much as to review the 
proposals presented in the various literatures on this subject 
to come out with a framework through which discussions could 
be raised on detailed studies prepared so that the final con- 
clusion would be the obligation of developed countries to raise 
their aid to the developing countries first, their pledge to abstain 
from adopting measures apt to increase the immigr>tion of 
proficiencies and skiJJs. second, as well as their commitment to 
transfer technoloev to the developing countries in a regular way 
devoid of exploitation, third. 

18 — This part cou'd be divided into three sections; in the 
first section we will discuss the question of the migration of 
brains and how to regulate their flows in the calculations 
relevant to the International Balance of Payments. 


In the second section; a comparison will be made between 
the developing countries foreign debts, and the estimated in- 
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vestment value for the emigration of brains from these to the 
developed countries. 


In the third section, we will review a number of possible 
alternatives, or those proposed in current literatures, to increase 
aid to the developing countries thrcugh taxes imposed on the 
incomes of migrant brains in the developed countries. 


a) BRAIN MIGRATION AND CALCULUS PROCEDURES OF 
THE BALANCE OF PAYMENTS : 


19 — We already made it clear that the migration of brains 
does not mean just the migration of individuals, but, as regards 
consequences, it means the movement of productive potentialities 
from the developing’ to the developed countries, or tinat this 
migration is in reality a reverse transfer of technology without 
any compensation in return. Not just that, but this grave pheno- 
menon with its effects and dimensions, is completely excluded 
from the analyses and discussions relevant to international eco- 
nomic relations, usually expressed by the commodity and 
financial flows between the countries the world over, and on the 
basis of which the balances of payments are so regulated as to 
reflect, in their abstract context, what occurs of exchanges and 
resulting credits and debits. 


To put it more clearly, the exclusion of the migration of 
brains from the contexts of these calculations means that in- 
ternational exchanges and payments, only give an incomplets 
picture of the occurring flow of the real resources and potential- 
ities between the countries of the world, that which demands a 
radical change in the calculus method of the balances of pay- 
ments so as to reflect these flows in connection with the migra- 
tion of brains. 

In this respect, it is possible to present tentative proposals 
which should be subjected to more study and analysis. 

20 — As far as the real side of the migration of brains is 
concerned, two methods could be suggested to show this migra- 


tion calculus rise. The first method is to.create an independent 
account for the migration of brains appended to the balance of 
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payments so as to differentiate between their flows and com- 
modity flows. 


The second method is summed up in the creation of a sub- 
sidiary account within the so-called current account in the 
palance of payments to form a third item of those relevant to 
trade, (exports or imports) seen or unseen. 


Since we are recording the real flows of migration, follow- 
ing any of the fore-mentioned methods, would mean entering the 
inflows as debits and the outflows as credits, 


21 — When taking the financial side of the migration of 
brains, the calculus operation becomes clear and _ single, 
for where migration represents a pure grant or gift from the 
developing country to the country of immigration, what is put 
on the “debt” side of the “account of the migration of brains” 
will be offset by putting “credit” under item of official in- 
visible dealings, the same way and method by which grants and 
aids in kind are dealt with. Meanwhile, the total balance of the 
current account in the balance of payments will not be affected 
by these entries, whether in the country of emigration ar the 
developed country (of immigration). However, the flows of 
human resources resulting from the migration of brains woul3Z 
fave emerged in the total picture of the movement of interna- 
tional exchanges shown by the balance of payments. 


22 — Obviously, the above exposition of the financial side 
of the migration of brains represents one of the calculus me- 
thods. Some may wonder whether this was the optimal method, 
and the answer to this questioning lies in the fact that should 
we consider the migration of brains an uncompensated flow of 
resources and potentialities from the developing to the develop- 
ed countries, then we would be justified to say that these flows 
should be taken as a debit on the account of the beneficiary 
state, or the country of immigration. At this point, the real 
flows become credit clearing entries on the “capital account” 
and that the net result of the balance account reflects the change 
in the balance of official liability between countries, resulting 
from the migration of brains. 
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23 — Next, I will deal with the proper way for financially 
assessing migration flows for the calculus purposes foremention- 
ed. 


According to UNCTAD, the criteria of assessment should 
reflect the capital value of the resources and potentialities 
transferred through the migration of proficiences and that the 
adequate criterion is the “present discounted value of migrants 
gross earnings in the developed countries including external- 
ities”. 

This criterion for the value of the migrant brains and pro- 
ficiencies raises a kind of contradiction or disparity between the 
view points of beth the country of emigration and that of im- 
migration because skilled manpower is an uncommercial com- 
modity and, consequently, it is not international prices. However, 
the United Nations believes in taking’ the highest price offered 
By the developed country, or group of countries, and considers 
it the international price for the migrating skill so as to avoid 
various problems in evaluating the migration of brains, and so 
that these problems would not block this important issue of great 
effect on the economies of the developing countries. These 
effects could be clarified by comparing the volume cf the flows 
of human resources and potentialities, with other net financial 
flows to the developing countries. 


24 — The following table shows a comparison between the 
sum total of net resources and aid transferred to the developing 
countries from the United States, Canada and the United King- 
dom, and the sum total of the estimated capital value for the 
skills emigrating from the developing countries to the three 
above-mentioned developed countries during the period 1961- 
1972. 


The table (p. 87) indicates that the capital value of the skills 
immigrating to the United States reached 50 per cent of the total 
aid it extended generally to the developing countries, and that 
this percentage, has been 17 per cent for the period 1961-1965, 
rose to 52 per cent during the five years from 1966 to 1970 as 
well as reached 107 per cent during the years 1971 and 1972; 
meaning that the estimated capital value for the skills and pro- 


ficiencies which emigrated from the developing countries to the 
United States during the years 1971 and 1972, exceeded the total 
aid extended by the United States to the developing countries. 

Meanwhile, the capital value of the skills immigrating to 
Canada was always higher than the emount of aid extended by 
Canada to the developing countries all over the period 1961-1972, 
that this value was even about fourfold as much as the aid 
over the five years 1966-1970. It could be noted from the table 
that, while the value of the net flow of resources from Canada 
to the developing countries was (4222) million dollars during 
the period 1961-1972, the estimated value for the proficiencies 
immigrating to it from the developing countries was (11465) 
million dollars. 


As far as the United Kingdom is concerned, the general rate 
of the proportion of the value of migrating skills to total aid 
was 56 per cent during the period covered by the study, and 
this proportion ranged between 58 per cent in the pericd 1961- 
1965 and 50 per cent in the years 1971 and 1972. 


b) MIGRATION OF BRAINS AND NET NATIONAL 
FOREIGN DEBTS OF THE DEVELOPING COUNTRIES: 


25 — We mentioned above that the calculus structure of 
the balances of payments should be revised so as to show the 
volume of flows of human resources and potentialities between 
the developing and the developed countries because those flows, 
in their final residue, are means of influencing the productive 
ability of nations. particularly the recipient countries due to the 
capabilities and abilities which they add towards raising the 
rates of economic growth and technclogical progress. 


The table (page 88) shows a comparison between outstand- 
ing foreign debits of the developing countries, quantitatively, by 
the end of 1972. and the estimated capital value for the pro- 
ficiencies emieratine from these countries for the same pericd. 
Hence, while the sum total of outstandine debits of mest devel- 
opine countries reached more than (89) million dollars, the 
capital value of the brains emigratine from these countries to 
the United States, Canada and the United Kingdom reached 
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about (45) billion dollars, or more than 50 per cent of the volume. 
us tnese debts, 


Looking at the figures relevant to the region of Asia, we 
find that, while its outstanding debts in favour of the develop- 
ed countries reached more than (43) billion dollars, the capital 
yalue of the proficiencies emigrating from the Asian countries 
to America, Canada, and England exceeded (33) billion dollars 
for the same period. In other words, the proficiencies and skits 
supplied by the countries of Asia to the fore-mentioned devek:p- 
ed countries reached 77 per cent of the volume of its debits in 
favour of these countries. 


Outstanding national foreign debts of the developing countries 
and the cumulative capital value of the proficiencies immigrating 
to certain developed countries by end of 1972. 


National 
Foreign Cumulative 
Debits capital Column (2) 
Region by the value of Column (1) as a 
of end of the migrant Minus percentage of 
Origin 1972 proficiencies Column (2) Column (1) 
(by million (by million 
dollars) dollars) 
(1) (2) (3) (4) 
Africa 16248 3089 13159 19 
Asia 43244 33108 10136 (7 
Others 29576 8545 21031 29 
Total 89068 44742 44326 50: 


* Annual figures of gross flows to the United States from 
1961, Canada (from 1963) and the United Kingdom (from 
1964). 


Notice : 


— As regards the reference, go back to the annual 
report of the International Bank for Reconstruction 
and Development (IBRD) of the year 1975 — 


statistical appendix p. 83 and the study prepared 
by the UNCTAD under the title : 


“The Reverse Transfer of Technology: its Eco- 
nomic Effects and Policy Implications; TD- 
B-C, 6-7 1975 Chapter III, page 42.” 


c) MIGRATION OF BRAINS AND TAXES : 


26 — This item deals with the possibility of imposing a 
specific tax on incomes earned by migrating brains from their 
work in the developed countries as well as the possibility of 
using the fiscal vessel in those countries to increase the aid 
they exténd to the developing countries, on two grounds: 


— That the principal purpose for the emigration of pro- 
ficiencies from the develoving to the developed coun- 
tries, is the acauisition of larger economic gains through 
the high income earned by the proficiency, 


— That the developed countries acquire several gains from 
these migrating’ proficiencies as to enhance their pro- 
ductive capacities, and their scientific and technological 
nrogress. 


27 — Censequently, this financial scurce can be viewed 
from two angles 


c.l. The imnosition of an additional tax on the incomes 
earned by the migrant proficiencies. 


c.2. Mobilization cf part of income tax fees. in the develop- 
ed countries benefiting from the migrating proficiencies, 
and its direction to purposes of development in the 
developing countries. 


c.1. Imposition of a Tax on Incomes of Migrant Proficiences; 
28 — What is proposed here, is the imposition of a specifie 
tax on the disposable income of the migrant in the developed 


country of immigration, in addition to the normal income tax 
he pays like all other nationals of that country, on grounds that 
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the direct economic gains achieved by thé migrant proficiencies 
constitute a base for transferring part of the resources from the 
developed to the developing countries, provided this transfer is 
not considered a compensation for the less incurred by the coun- 
tries of emigration, but an index to increase the resources 
allocated for development and reconstruction in the developing 
countries. 

29 — The proposed additional tax actually means subject- 
ing the migrating proficiencies to higher tax rates than those 
paid by the rest of the developed country’s citizens. This might 
raise objections against it as a discrim’nating tax which should 
not ke impesed. If we go back to tax practices as enfo~ced in the 
developing countries, we find that, while it is impossible t> 
impose a discriminate tax in the United States, the United 
Kingdom authorizes it. 


The alternative could be the imposition by the developing 
countries of the projected tax of emigrating proficiencies 07 
grounds that these emigrants are originally their nationals ant 
it is their right to extend their authority over them even though 
they acauired the nationality of the other country of immigra- 
tion. However, even if we admit the validity of this claim, prac- 
tica] difficulties in collecting the tax wll abound and the results 
aimed at by the idea will not be realised. Hence, the alternative 
and practical proposal, might be that the developing countries 
vest the United Nations with the richt to impose the mentioned 
tax on migratine brains while the developed countries are com- 
mitted to facilitate the task of collecting it, as the whole opera- 
tion would be organized by a treaty or an agreement explicitly 
stipulating that the revenues accruing from this tax shall be 
distributed on the developing countries, specifically, through 
develooment programmes undertaken by the U.N. special‘zed 
agencies. Meanwhile, agreement should be reached on a number 
of points, notably : 


1. What kind of migrants would be subjected to that tax, 


2. ‘Would it include the migrants which acquired the ex: 
pertise and skill before em‘grating, or would it also 
encompass these migrants who acquired the expertise 
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and skill after their emigraticn and. at their cwn ex- 
pense from the incomes acquired in the countries 
Whereto they immigrated. 


3. which countries will be considered developing and, con- 
sequently, the tax will be impcsed on its emigrants. 


4, The chronological pericd during which the tax on the 
emigrant will remain in force, wculd it ke, say five, 
ten years etc. 


30 — The annual revenues which the develcping countries 
can get out of this tax would be fairly considerzble. The follow- 
ing table shows that the imposition of an additicnal tex of 10 
per cent on the disposable income of the emigrants actually 
existing in 1971 in the United States, Canada and England, will 
bring in an estimated annual revenue of this tax alone of about 
(380) million dollars. Should the three developed countries pledge 
to add to this an equal sum on grounds that their economies and 
populations gain from the existence of those skills there, the 
total sum to be paid to the develoning countries wcould amount 
to some (736) million dollars annually. (See page 92) 


c.2. Mobilization of part of Income Tax Fees in the Devel- 
oped Countries : 


31 — What is meant here, is the use of part of tax fees 
on the incomes of migrating brains as an index for increasing 
the resources and aid earmarked by the developed countries to 
finance development programme in the developing countries by 
cutting part of these fees and transferring it, in addition to 
what they are supposed to contribute at present or in future, 
cn several grounds, notable, that the developed countries in- 
directly gain from the existence of the m‘grant brains through 
the contribution of these proficiencies to the economic, scientific 
and technological progress of those countries; they also realise 
direct and tangible financial gains in the revenues obtained as a 
result of the subjection of the migrating skills to income and 
other taxes. 


Hence, we have now a source of revenues for the developed 
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countries of which part could be earmarked as aid to the devel- 
oping countries. Since this part is taken from the overall vessel 
of taxes paid by the migrant brains like the rest of the citizens, 
we would, thus, have avoided legal and constitutional difficulties 
which could possibly be raised around the forementioned addi- 
tional tax. 


It would be useful in showing the volume of expected funds 
as a result of adopting this proposal, to point out the outcome 
of income taxes paid by the migrant brains on their incomes 
realised in 1972 alone in the United States, Canada and the 
United Kingdom, which reached (950) million dollars as the 
following table shows. (See the next page) 


Should these countries allocate cne third of the money 
collected for assisting the developing countries, the sum will 
amount to about (316) million dollars which is almost equivalent 
to the sum deduced in the previous item from the imposition 
of an additional tax of 10 per cent on the disposable {ntome 
of the migrant brains. 
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THE INDUSTRIALIZATION STRATEGY 
OF DEVELOPING COUNTRIES 


by 
Dr. ANATOLI ELYANOV 
CUnstitute of World Economy and 
International Relations, Academ of: 
Science of the USSR) 


It is generally recognized that industrialization plays an 
especially important part in ensuring economic advance. These 
two concepts are, however, not infrequently equated, as q mat- 
ter of fact. This happens in particular when the essence of in- 
dustrialization is considered to be an all-round technological 
re-equipment of economy that ensures its complete transferal 
to machine production methods, As a matter of principle, such 
a definition doesn’t raise any object‘ons. But if one is to go by 
it alone, then the specifics of the process under consideration 
is lost to a.certain extent and its main phases or stages are 
slurred over. That’s why that concept of industrialization ap- 
pears to be absolutely true which regards the development of 
production means and, especially. of machine building, that is, 
of its core, as being of paramount importance. 


With this way of formulating the question, however, the 
bulk of developing nations will find themselves a priori outside 
this process. Meanwhile, in all countries, industrialization began 
with setting’ up a certain industrial basis that was the starting- 
point for the future reconstruction of other economy branches. 
It is, therefore, quite logical to look at the development of in- 
dustry in the “Third World” countries, meaning first of all its 
processing sector, as the essential component of industrializa- 
tion. 


It is characteristic that the extreme economic backward- 
ness of former colonies and semi-colonies becomes especially 
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apparent in the lowest level of consumption of manufactured 
goods. India, for instance, consumes 8 times less industrial 
products then food as comvared to the United States, that is, 
if the per capita consumption of food in India accounts for 
1/5 of the U.S, level, the consumption of industrial goods, on 
the contrary, makes up only 1/40. Already, this fact points to 
the need for faster development cf industry in the “Third 
World” countries. The same is proved by the trend towards 
greater demand of manufactured goods as compared to in- 
comes. Multiple increase in industrial and, by the same token, 
in general economic and technical potentialities constitutes, 
among other things, a prerequisite of a larger and efficient 
participation of developing nations in the achievements of the 
present-day scientific-technical revolution. In a word, the devel- 
opment of the industry in these countries is objectively direct- 
ed at cvercoming the restrictions of economic progress due to 
a narrow agrarian and raw material specialization of the Ioccal 
economy within the framework of the international capitalist 
division of labour. 


Forms, methods, the scale and the directions of their in- 
dustrialization are modified according to differences as to the 
degree of endowment with natural resources, the population 
size, the per capita income, the structure of economy and its 
role in the internaticnal division of labour as well as cultural 
traditions and social systems of individual “Third World” coun- 
tries. As to the essence of industrialization, it remains unchang- 
ed and consists in raising management and technical standards 
and the efficiency of national economy. Taking account of the 
resemblance of inherited socio-econemic structures, this allows 
to speak of a certain common character of tasks of industrial 
development in different countries of Asia, Africa and Latin 
America. 


Independently ef concrete patterns of industrial develop- 
ment, due to the specific conditions in every individual country, 
all these patterns, apparently; should meet at least two require- 
ments. Firstly, they should help ma‘ntain certain objectively 
conditioned proportions between different sectors of the local 
economy (taking, of course, into consideration the participation 
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in the international division of labour) since their violation is 
fraught with a slowing down rates of production and its in- 
creesed costs;. secondly, they must ensure a gradual transition 
frem less to more efficient socio-economic structures. In the 
final analysis, this restructuring involves a greater share of the 
secondary and tertiary sectors in the gross internal product 
(GIP), and most of all. of the processing industry at the expense 
of a progressive reduction of the share of the primary sector 
of economy made up by agriculture and the manufacturing in- 
dustry. An increased share of vreduction means in the GIP 
also figures as an inseparable component of this restructuring 
Le’cre the attainment of a certain level of economic maturity. 


In deciding upon key branches and sectors of economy for 
each stage of industrialization, one cannot cverleok the leve’ 
o* economic development attained. In countries that still stand 
on the threshold of industrialization, particular attention must 
necessarily be paid to the setting up of production and social 
infrastructure. Where there is a certain kind of such infrastruc- 
ture and where the industrialization process has gained 
momentum, the task, evidently, consists in expanding the do- 
main of industrial development, that is, in establishing more 
intevrated industrial structures that would include both light 
and heavy industries. In this connection, the centre of gravity 
in the development of heavy industry in the best developed and 
major ccuntries having a relatively capacious domestic markets 
can ke shifted from the manufacturing of consumer goods and 
indiv'dual implements of labour to the manufacturing of pro- 
faction tools. 


One of the conditions of successful industrialization of de- 
veloping nations consists in progressively setting up there, as 
the necessary socio-economic preconditions will mature, the 
preduction of production means: first, of objects. and -then 
tools of labour, that is, of all which Marxist economic literature 
usually calls branches of. the. first, sector.. Firstly,-the develops 
ment of the preduction of production means is called upon to 
soften -crying- disnroportions in economic structures inherited 
by these countries from the colonial past; secondly, potentialities 
of economic progress connected with increased demand for this 
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group of goods and the secondary effect of their producticn, 
that is, with the enhancement of failing impulses and stimuli 
to the development of other economy branches can thus be put 
into the service of national interests of developing couwtries. 


It doesn’t, however, imply that the existence or the coming 
into being of a more or less acceptable volume of demand for 
objects or tools of labour should by all means be used by young 
indenendent states in order to immediate set up appropriate 
prceductions at home, Such a viewpoint leaves, willingly or un- 
willingly, from autarkic consideraticns which cannot be any- 
how considered to be justified for more or less lone perspective. 
It is natural that as long as the independent countries are not 
in a position to find other ways of expanding market potential- 
ities of their economic growth, the raising of the question of 
setting up of similar production can hke quite logi-al in spite 
of their relatively high costs. This, however. doesn’t a'ter the 
essence of the matter but only restates serious shortcomings of 
the local economy. Possibilities of eccnemic advance usually 
associated with such a policy rapid!v exhaust themselves and 
then the need of a wider use of advantages of international 
economic exchange becores extremely urgent. Hence, the ontim2! 
desree of the self-providing of individual deve'oping countr‘es 
With production means at each given stage depends nt in the 
last place of the state of their external economic relations. 


The solution of the problem of developing the production 
of production means in the “Third World” countries is in- 
senarably linked with the assessment not onlv of the cost price 
but also of the performance data of appropriate industries. 
Since the capitel cutfit of labour and the capital capacity of 
a preduction unity are usually comparatively high in the first 
sector, an unjustified concentration of investment canital there 
mav result in a relative curtailment of the consumption and 
employment growth and thus hinder a full utilization of both 
extensive and intensive growth factors. And this, in its tvrn, 
as well as the growing disvroportions between the expanded 
prodnction and consumption is fraught with a temvorarv slow- 
inz down of the pare of socio-economic progress, hence the need 
of keeping proportions between the first and the second sectors 
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that would simultaneously correspcnd to both current and 
long-term tasks of economic development of developing ccun- 
tries, taking, among others, into account the possibility of an 
uninterrupted supply with all the necessary production means 
in the basis of international economic exchanges thanks to the 
development of the export sector. 


Historic experience shows that there is a direct link be- 
tween the quantitative and qualitative growth of economic and 
the restructuring of it. Even a simple increase in the p2ce of 
economic development necessarily presupposes a change in 
GIP’s functional structure and, ccnsequently, a redistribution 
of capital and manpower between separate sectors and economy 
branches. It doesn’t flow this that a forced industry growth 
automatically speeds up the modernization process of economy. 
Since the establishment of more proportioned and efficient eco- 
nomic structures in one of the main criteria of industrializa- 
tion, it is extremeiy important that the development of the 
primary sector, esnecially, of agricu!ture should not lag behind 
increased demands of its produce. Otherwise, there spring wp 
structural imbalance because of the aggravated food issue and 
shortage of raw materials as well as because of a slower growth 
of demand for industrial products. This, in its turn, slackens the 
economic develooment rates and increases its costs. It means 
that industrialization calls for comprehensive economic solu- 
tions. 


The choice of correct industrialization methcds, more suit- 
able machinery and production technology is of great impor- 
tance under this avproach. As is known, increased economic 
development can ke insured in two ways: either extensively, 
that is, by involving additional capital mass and manpower 
into the production with an unchanged level of technical equip- 
ment and labour productivity, or intensively, that is, as a result 
of changes in qualitative production parameters. In conditions 
of developing countries that are mostly characterized by the 
shortage of capital and excess of manpower, the narrow 
character of the internal and the lacking accessibility of the 
external market, the extensive way of the economy growth is 
of tremendous importance. Important as this way may be, its 


aus OF 2, 


possibilities are nevertheless very restricted since it doesn’t 
entail increased labour productivity, and, consequently, the level 
oi accumulation and consumption. Such problems can only be 
resolved on the basis of an intensive development which ensures 
in perspective a gradual crganisational and technical perfection 
of all the branches of the economy of developing countries and 
on this basis a passage from traditional production methods to 
an industrial pattern of productive forced and later to the 
utilization of results of scientific-tecknical revolution. Hence, 
the necessity of a certain harmonization of extensive and in- 
tensive development methods. 


In this connection, it is extremely important to maintain 
rational proportions between a large-scale and a small produc- 
tion. It would seem that the large-scale production should be 
preferred under all circumstances since it is able of ensuring 
higher labour productivity and saving aggregate outlays for 
each unity of manufactured production. But it is far from being 
always the case in conditions of developing countries. The 
shortage of capital, the excess of manpower as well as a lack- 
ing saturation of merchandise market as seen from the macro- 
economic point of view make the organisation of small-scale 
production more efficient even if its direct return in terms of 
income per unit of produce is lower. 


The inevitable expansion of the sphere of the large-scale 
preduction that is the main factor of economic progress under 
present-day conditions in no way means that the small-scale 
production in develcning ccuntries is dcomed to extinction. As 
is known. vast sectors of small producticn continue to exist and 
are Ji-x' to exist for a long time ahead. This is due both to 
peculicr features of social systems of developing countries and 
te the fact that small entervrises can represent not only a 
necessary addition to majer ones but they can also exist as 
cuite independent and even rivaling unities. 


The main thing is to determine objective limits of develop- 
ment. of. the small-scale production and, hence, possible limits 
c* “shiftine”’ of investment solutions to its benefit. Much in 
this extremely complex and many-sided problem depends on the 


correct choice of the technical level of the small-scale produc- 
tion. The simplicity of the equiprnent used in small enterprises 
doesn’t mean that this machinery must necessarily be archaic 
or stagnant. As experience shows, technical progress, in work- 
ing as a Whole for the good of the large-scale production 
simultaneously opens up large possibilities of modernizing the 
small one, it raises its efficiency with a relatively low level of 
capital equipment of labour and capital capacity of a produc- 
tion unity. All this taken together covuled with short terms of 
capital construction marks the small-size machine prcduction 
irreplaceable for the saturation of the market with goods and 
the employment of the excessive manpower with the smallest 
capital outlays. Consequently, the question is not whether or 
not developing countries need a small-size prcduction but it is 
one of attaining, to an extent possible, its gradual but steady 
modernization. 


Considering the current and long-term tasks of increasing 
production and employment. developing countries evidently 
could usefully the smail manual and machine production with a 
mass Of transitional stages and forms and, depending on cir- 
cumstances they could either stimulate, or, on the contrary, 
restrict the utilization of new equipment. If only a simm'taneous 
use of a wide range of different technological production me- 
thods that can allow the highest efficiency of the whcle econo- 
mic set-up as a whole. One of the studies of the ECAFE stated 
to the effect that in countries that were unable of giving up 
traditional production forms it is difficult to imagine the setting 
up of a mcdern industrial sector without se~ious conflicts. The 
task, therefore. consists in adonting a ccordinated prcegramme 
of industrialization that could give a sufficient space for the 
existence of both sectcrs in dynamic form.’ 


The choice of technical parameters of development directly 
influences not only the employment degree and the labour pro- 
ductivity level but also the consumntion-accumulation ratio, 
that is. the whole advance of the econcmic growth, its pronor- 
tions and rates. This choice is generaJly not an easy one and in 
the “Third World” countries it is essentially complicated by 
factors such as the shortage of capital and excess of manpower; 
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a weak capacity and a lacking saturation of the domestic market 
as well as a Widening gap between them and the industrially 
developed states as to the level and pace of the growth of the 
naticnal per capita income, 


The specifics of the present situation of developing coun- 
tries consist in the fact that before having used the result of 
the industrial revolution and set up a more or less integrated 
system of industria! productive forces they have seen them- 
selves before the cbjective necessity of rapidly acquiring the 
results of the scientific and technical revo'uticn. Consequently, 
from this standpoint, too, the strategy of their technclogica! 
development cannot rely on the preference for cne technolcgical 
production method. But if the transition from traditional pro- 
duction methods to a new system of productive forces that is 
being formed cn the basis of the scientific-technical revolution 
is only nessible by means of industrializaticn, then the strategy 
of technical development should leave, at least for the next 
period cf time, from the need cf searching for a certain cptimum 
coupled with extensive and intensive growth factors by a 
dynamic synthesis of different technoicgical production methods. 


That’s why: although industria'iz2tion is the main feature 
of the economic develonment of the “Third World” country, any 
attempts to confine cneself only to this line or to reprcduce it 
in cld forms is inevitably dcomed to failure. Firstly, the industrial 
set-up of productive furces as it exists in developed ccuntries 
clearly shows signs of crisis which finds its reflection in the 
agpravation of world energy, raw-stuff and ecology issues and 
it would be simply unreasonable to reproduce it in old forms. 
Secondlv, as applied to develoning countries, this system is sim- 
ply unable of ensuring the required optimum of extensive and 
intensive growth factors and needs not only to ke supplemented 
by less ripe economy forms but also to be fecundated by the 
scientific-technical revolution. 


The ensuring of the required inter-branch proporticns as 
well as of the optimal comb‘nation of different technological 
production methods in the economy of deve'oping countries not 
in the last place depends on the nature and the scale of participa- 
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tion in the international division of labour. At the present 
epoch, no country can develop outside the world-wide economic 
processes. Such is the particular feature of the present stage of 
development of productive forces that is determined by the 
global tendency towards the internationalization of production 
and deepening of the international division of labour. This 
tendency, however, does not exclude, but, on the contrary, it 
presupposes the existence of national economic complexes as the 
paramount prerequisite and starting-point of the socio-economic 
advance of all countries and peoples of the world. It goes with- 
out saying that, depending on specific conditions of every coun- 
try: population size, level of supply with natural resources as 
well as resources of capital and manpower, starting level and 
structure of national economy, capacity of the domestic and 
tendencies of the external market, the degree of its participation 
in the international division of labour, too, is bound to change. 
Only the need of a certain combination of internal and external 
factors of the economic growth remains unchanged. The neglect 
of one of them inevitably lowers the efficiency of the social pro- 
duction in depriving it of the advantages that flow from the in- 
ternational and internal national division of labour. 


In principle, the utilization of this kind of advantages and 
the savine of aggregate costs connected with it can only be 
achieved by different means, by a different combination of 
export-expandine and import-replacing development. Thus, 
given the inequality of gaps between the national and inter- 
national costs of different groups of commod'ties, the develop- 
ment of certain branches frequently turns out to be advantageous 
even with higher national outlays. This is possible provided the 
savings of currency from the import replacing or its influx due 
to expanded export go to the import of such commodities whose 
production turns out to be even more expensive. Hence the neeT 
of ontimally combining the export-expanding and import- 
replacing aspects of develooment which, of course, presupposes 
a painstaking phasing and an efficient combination of program- 
mes of the import replacement and export expansion. At the 
same time, in the case of a stagnating world market or a sharp 
ageravation of conditions of: the foreign trade the import 
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replacement is likely to become. the only possibly version of 
industrial development even if it doesn’t entail savings of 
azgregate outlays. 


It is fitting to remind that in the recent past, the most 
radiant hopes were linked by developing ccuntries with th> 
replacement cf import by the domestic production. But as soon 
as the import replacement has met with serious obstacles, this 
policy as well as the crientation itself of the young manufactur- 
ing industry towards the national markets of developing nations 
have been subjected by a number cf Westevn bourgeois econo- 
m:sts to sharp and frequently unfcunded criticism. There have 
been proncuncements that actually call in question the logica! 
nature of this industrialization pattern in the “Third Werld”. 
In their bkcok that sort of sums up the results cf the research 
of this matter which was conducted s‘nce the middle of the 
sixties undey the aegis of OFCD*, Y. Little, T. Scietowski and 
ard M. Scott are trying to substantiate a similar viewpo nt. Its 
numerous partisans have alsc appeared among the scientifi- 
community and state figures of develcrine countries. But this 
viev'roint is groundless. 

The entry of the nascent industry into the national market 
represents an indispensable stage and one of the important 
creative functions of the industrialization in developing coun- 
tries. It is by no means accidental that all the now industrially 
developed countries (excluding only England) had actually to go 
throuch a similar stage of industrial development in this or 
that form since a certain porticn of products manufactured 
there initially came to their market through foreign trade 
chennels. Strictly speeking, similar phenomena of economic life 
of industrially developed countries can ke observed even tcday 
because the establishment and growth of new industry branches 
in different countries occurs in an extremely uneven way. The 
replacement of the import of these or that commcdities by 
domestic nroducts that semetimes takes place there has fo- a 
long time ceased to ke the dominating trend of their industrial 
development. 


It goes without saying that the import-replacing industrial- 


— 104 — 


ization in Asian, African and Latin American countries greatly 
differs from its counterpart in now industrially developed 
states. Its distinctive nature is determined by a sharply widened 
gap in development levels cf industrially advanced and backward 
countries, by an unprecedented scale of technological dependence 
of the latter from the former, by an extremely important part 
played by foreign capital in the industrial development of forme 
colonies and dependent countries, and finally, by the fact that 
the import substitution as the main industrialization aspect is 
being practised today simultaneously by a good deal of states. 

All this, however, doesn’t change the essence of the issue. 


The positive role cf the import replacement cannot be question- 
ed. This trend of industrial development allows to overcome a 
certain number of negative consequences of the narrow raw stuff 
specialization within the framework of the international capital- 
ist division of labour. What is more, in getting an access to 
the ready market, the industrial production becomes able of 
overstepping the limits conditioned by the very dynamics of 
the domestic (and, by the way, by the external) purchasing 
demand. Thus, the supplanting of formerly imported commodities 
in the domestic market ensures certain preconditions for a 
faster industrial growth itself. It is substantially thanks to this 
that develoving nations have succeeded within a relatively short 
period of time in sizeably expanding their industrial potential 
and getting closer to the solution of another important problem, 
the self-supply with the essential or popular industrial goods. 
Thus, between 1948-1972. the output of manufactured goods in 
the “Third World” has increased by 4.5 times. As a result, 
already in the second half of the sixties the domestic production 
met by 3/4 their requirement of consumption goods (of indus- 
trial origin), by 40-50% their demand of objects of labour and 
by 20-30% their demand of instruments of labour.® 


It is another matter that the import-replacing process has 
economic limits of its own beyond which its advantages turn to 
be shortcoming. These limits are particularly narrow in states 
With a small population number and in less developed states. 
The development of the import-subtstituting production, with 
expandine the local market, engenders an additional demand 


for industrial goods, especially of production character. By the 
same token, the problem of their manufacture on the spot or 
otherwise of their import arises. Taking into account the 
shortage of capital know-how, the indispensab‘e specialists and 
a comparatively narrow nature of the thus created demand for 
every individual kind cf products, the import of lacking goods, 
at least at the initial stage, appears to be more realistic. Con- 
sequently, even oriented on the domestic market, the growth of 
the manufacturing industry in the “Third Wozld” countries is 
inseparable linked with increased international commodity 
exchanges. The expansion of the export of industrial products 
themselves, as the most dynamic component of foreign trade is 
here of particular importance. 


It is characteristic that in 1955-1960 when foreign exchanges 
of the most developing countries more still unexhausted and the 
import substitution process was still gathering strength, the 
increase in the output of manufactured goods amounted there 
an average of 7.3% although their export grew only by 3,1% 
annually. Later on, however, in connection with the exhaustion 
of the first, the most simple stage of import replacing and the 
ageravation of the currency situaticn, the importance of indus- 
trial export has considerably increased. But, due to the ex- 
tremely low (absolute as well as relative) starting level even a 
more than treble acceleration of its increase pace in 1960-1970 
(up to 10,2%) has proved insufficient to prevent a slackening of 
production (up to 6,6%). A serious dependence of the production 
dynamics in the manufacturing industry has particulayly mani- 
fested itself at the beginning of the seventies after its furthe> 
pace increase: in 1971-1972, the increase in production and the 
export of industrial products in this group has attained respect- 
ively 8,2 and 12,9% a year. It must be added that at the beginning 
of the ‘seventies not only, and perhaps, not so much the in- 
crease in proceeds from the export of industrial products has 
favoured the speeding up of nrcduction but rather an expanded 
access of such products to the external market sin-e the cntnvt 
of industrial goods within that period outstripped it its devel- 
opment their import (8,2 versus 4.4%). 


In a word, if the import substitution has not risen to the 
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expectations, then it is attribuable not to the deficiencies to. 
the given development strategy as such but rather to peculiari- 
ties of the national market of developing countries, to their 
unfavourable situation in the world capitalist economy, and to 
a certain degree, to some miscalculations in economic pol-cy. 


Due to their deep socio-economic backwardness, a fairly 
low average income level and its extremely uneven distribut:on 
between pcpulation groups, on the one hand, and a decisive 
repercussion on the formation of the structure of the purchas- 
ing demand of foreign trade exchanges and the so-called 
demonstration effect, on the other, are characteristic of the 
“Third World” countries. All this confers the local commodity 
and service market a number of specific traits that render, to 
this or that extent, difficult the fulfilment of the import sub- 
stitution task of industrialization. 


These peculiar traits include, first of all, the general com- 
paratively narrow character of the market; secondly, the back- 
wardness of its structure as reflected in the trend of the 
Consumers’ demand for goods of agricultural origin; thirdly, a 
high diversification degree of the aggregate demand with its 
fairly limited absolute size, fourthly, the splitting of the market 
into two relatively isolated components that function to a 
certain extent according to its own laws: a market of traditional 
goods where a low income customer is the main character and 
where the offer mainly comes from agriculture (the handicraft 
industry and only insignificantly from the factory industry : 
mass consumption goods) and a market of modern merchandise 
where the demand is posed by a comparatively small high income 
pepulation group and a rather weighty industries (luxury 
goods) and services or by import. 


Here it is important to stress that the market of today’s 
consumer goods is quite often formed still at a stage of economic 
development of developing countries when their production or 
import constitute rather an obstacle than a stimulus to the 
speeding up of socio-economic progress. In fact, the demand for 
the goods and services of this category in these countries reflects 
not so much the growth of an average income level as rather 
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the uneveness of its distrikution. That’s why the expansion of 
such demand furthers an irrational, from the macroeconomic 
siandpo.ns, use of consumer and investment resources of 
society. 


Hence, the need of a strictly regulated consumption. But 
it is impossible to cope with this problem if we only influence 
the system of the income distribution (and redistribution) since 
the distribution pattern is totally determined by the production 
pattern so that a reorganisation of the productive sphere in the 
interest of the large mass of people is a must, that is, an up- 
surge of those economy branches that ensure employment, and, 
consequently, means of subsistence for the bulk of the popula- 
tion, on the one hand, and preducts for the improvement of 
physical conditions and professional and qualification standards 
of the manpower, on the other, 


The least but not last peculiar feature of the domestic 
market of developing countries are deep time gaps in the build- 
ing of the demand for different groups of goods and services. 
Recause of a low level and lovsided structure of economy, the 
needs of developing countries for goods and services are 
predominantly of reflected nature, that is, they mainly appear 
under the influence of the acquaintance with consumer and 
production standards of industrially developed countries. That’s 
why the demand for consumer products appears first and later, 
afser having attained a certain critical mass that ensures a 
more or less acceptable market for the establishment of in- 
vestment goods and only then for intermediate products, first 
for the output of consumer and later of production goods. Mean- 
while, the maintenance of the same strict succession of the 
development of production is fraught with the appearance or 
ageravation of all kinds of economic disproportions which whip 
up inflation and exacerbate the balance-of-payment issue. 


In view of an extremely fracticnal nature of the fairly 
limited demand, the import replacing process influenced by 
impulses of the domestic market has essentially developed 
horizontally. Meeting with a rapid saturation of the market with 
individual consumer goods (not infrequently of the basis of one 
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or two enterprises), the factory owners have begun to whip up 
the setting up of new kinds of production. A wide diversification 
of the manufacturing industry along the horizontal line was 
also nushed forward by the drive of the invested capital to seize 
the greatest possible share of the available market and in many 
countries by the permanent foreign currency shortage for the 
purchase of lacking industrial goods. It is precisely a mer- 
chandise shortage coupled with custom protectionism has 
engendered particular power stimuli for a predominant devel- 
cpment in breadth of the local manufacturing industry. It is 
characteristic that consumer goods now already take up an 
equal or even a lesser share in the import of many developing 
countries than in development capitalist states comparable as 
to their population size. Thus, in the period between the sixties 
and seventies, the share of consumer goods in the import of 
India import (5,0%), Pakistan (5,8%) and the Philippines 
(6,3%) has practically attained the level of a major and 
rejatively developed country such as Japan (5,8%). At the same 
time, their share in Malaysia (16,4%) and Sri Lanka (11,0%) 
was interior than in Australia (20,0%).’ 

As for the intermediate and final products of production 
character, that is, objects and implements of labour, their 
preduction, despite a snow-sliplike extension of needs has, on 
the contrary, developed at a fairly slow pace. This very fact has 
contained the impulses engendered by the import replacing 
development of industry to other economy branches and the need 
of import grew stronger. It is noteworthy that between the 
sixties and the seventies, the ratio between the imported raw. 
materials for the outcome of .consumer goods and the import 
of consumer finished products in the same India, Pakistan and 
the Philippines was twice as high as in Japan whereas. that in 
Malaysia and Sri Lanka was higher than in Australia.* 

The predominantly horizontal diversification of the nascent 
industry has contributed to the appearance in developing.coun- 
tries of a multitude of small, poorly connected with each other 
and inefficient or hardly efficient production whose main if not 
the only guarantee of existence continues to be a system of 
customs protectionism. This has augmented the costs of biild- 
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ing of the manufacturing industry of the “Third World” and 
weakened its stimulating effect on the quantitative and qualita- 
tive data of the development of other sectors of the national 
economy. For the same reasons, the organisation or expansion of 
the export of industrial goods were rendered difficult whose 
development contributes for much to the over-all success of the 
industrialisation of former colonial and dependent countries. 


To stimulate the production of consumer goods that enjoy 
a more or less acceptable demand volume in develcping’ coun- 
tries, their import is usually taxed with high customs, limited 
of fully prohibited by administrative order. Similar steps are 
taken to restrict the consumption of the same prcducts for 
economic or social considerations. Whereas the import of equip- 
ment, because of its acute shortage, is on the contrary, often 
freed of any duties or enjoy a preferential treatment. It is to 
be noted that these these changes in the customs treatment 
have in no way been always differentiated according to individ- 
ual commodity goods and corresponded to other economic 
decisions. 


As a result, favourable conditions for the output of con- 
sumer gocds quite often turned out to be hindrances in the way 
of generating prceductions for the manufacture of production 
means, First of all, this has affected the final products of pro- 
duction character since the introduction of protective duties on 
raw-stuffs and half-finished products for their manufacture 
lowers accordingly the size of the real duty on such products. 
By the same token, high customs duties, a direct restriction of 
or ban on the entry of iuxury goods and secondary commodities 
have, in the absence of other regulating measures and contrary. 
to their purpose, created stimuli for the development of pro- 
ductions that do not figure highest among the national priorities. 
Here, it should be added that protectionism, excessive in its 
terms and power has denrived investors of the indispensable 
stimuli for the perfection of production. At the same time, in 
contributing to the maintenance of artificially inflated prices of 
certain commecdities, it has relatively narrowed dcwn the 
possibilities of their market. Thus, the exnansion of the scale 
of appropriate kinds of production has slowed down which it in 
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its turn has also hindered the scaling down of the cost price 
and prices of industrial commodities. 


Owing to the generally narrow and fractional nature of the 
demand, some even the smallest industrial enterprises being set 
up in developed countries often exceed the requirements of their 
domestic market. Hence, the trend towards a reaccumulation of 
capital. At the same time, in conditions of an acute shortage of 
food and capital equipment, many developing countries had to 
restrict the entry cof lacking intermediate products which has 
augmented still more the lacking use of the installed capacities 
and simultanenously, the production costs, As the industry 
expands and its share in the GIP rises, high production costs 
(in this branch) contyibuted to increaSed capital capacity, and, 
consequently, to a slower pace of the economic growth as a 
whole, and then, since the process of import replacement wes 
not coupled with the development of export-expanding branches, 
the building cf national economic complexes of liberated coun- 
tries was often accompanied by a relative lowering of the 
extent of their participation in the international division of 
labour. And this. in rendering the balancing of the economical 
erowth complicated, is at variance with the task of overcoming 
the economic backwardness and strengthening national in- 
cependence. 


If follows from the above-said that in order to better use 
the production machinery, raise the efficiency of industrial pro- 
duction and to acquire new, sufficiently stable and powerful 
impulses for economic advance, a more energetic turn from the 
intensive to the extensive industrialisation type that consists in 
a technical and organisational perfection of the already ex’sting 
production as well as in a sneedy development of the branches 
that put our production means. Such a turn calls either for 
deepened specialization and cooperation in the local industry 
or a considerable exnanded import of goods of prcduction 
character since the transition from the horizontal to the vertica\ 
diversification of industrial nroduction entails an increased 
demand for goods of fixed and working capital. The former, 
apart from a shortage of nersonnel as well as of financial and 
material resources is limited by the narrowness of the domestic 
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market and the latter — by the weakness of the traditional 
export sector and difficulties of exporting local industrial goods 


to external markets. 

As developing countries improved their self-supply with 
consumer goods, possibilities for the growth of the industrial 
productton there by means of supplanting imported goods from 
the internal market grew relatively smaller. Its development 
must now be increasingly and directly coordinated with the 
dynamic of the local purchasing demand which greatly depends 
on the situation in the remaining economy sectors. In such con- 
diticns, other, more general disproportions in the economy of 
these countries that have got aggravated in the industrialization. 
process have, too, come to light. An urgent need of radical 
acrarian changes and strengthening of the technical economic 
base of agriculture has become more apparent since the efficient 
use of huge human resources, improved living conditions of the 
bulk of the population, an increased capacity and perfection of 
the domestic market structure of liberated countries are decisive- 


ly linked with the development of this branch. 

At the same time, an all-round expansion of the export 
of manufactured goods has acquired paramount importance. 
Its great role in industrializing the greater part of devel- 
oping countries is determined not only by an acute shortage 
of foreign currency for the ‘mport of lacking means of produc- 
tion. Without a considerable export of manufactured goods of 
the nascent industry of these countries it is extremely difficult 
if not impossible to overcome restrictions put on the growth 
due to an extraordinarily small, compared with the present day 
standards, capacity of their internal market. Of course, much 
depends on the enhancement of the competitive power of the 
local industrial production. It should, however, not be overlooked 
that a relatively low efficiency of industry in these countries not 
in the last place is attributable to the small-size production 
oriented cn the narrow national market. It is only indispensable 
to point cut that even in the smallest of the “Third World” the 
expansion of exports actually cannot be regarded as an alternative 
to that is oriented towards the domestic market as is suggested 
by some bourgeois theoreticians. The main purpose of a larger 
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participation of developing nations in international commodity 
exchanges is to supplement and to multiply their internal 
potentialities of industrial progress. 


The overcoming of the economic and political isolation of 
individual developing countries inherited from the past and that. 
is in the way of the establishment of economic cooperation be- 
tween them on the regional and/or subregional basis. The or- 
ganisation of such cooperation in expanding the accessible 
market potential as well as attendant possibilities of specializa- 
ticn end cooreration within the framework of individual regions, 
is necessary, to do away with superfluous overlapping in in- 
dustrial construction, to more rationally use the available 
resources and to ensure at least a partial stabilization of the 
balance-of-payments of cooperating countries. The search for 
forms and methods of cooperation that are in a position to 
ensure proportionately equal advantages to all the countries 
concerned and, at the same time, the prevention of economic 
inequality between more and less. developed “Third World” 
states are of the preconditions of a successful attainment of this 


purpose. 


At the same time, however important integration may he, 
it is not the alternative to the expansion of economic ties with 
industrially developed states and cannot substitute urgent socio- 
economic changes within the framework of developing nations. 
A mutually advantageous economic copperation of young 
nationally independent states is only one of the factors of the 
industrial growth on whcse basis the competitivity of local 
manufactured goods can be raised and their movement beyond 
the “Third World” can be furthered. 


The accomplishment of such a task greatly depends on a 
more efficient use by developing countries of favourable condi- 
tions that are due to the possession of the richest deposits of 
natural raw-stuffs and a comparatively cheap local manpower. 
But the capnturing cf solid and sufficiently dynamic positions in 
the markets of industrial states is hardly feasible without due 
account to the main trends of demend that determine the rapidly 
changine commodity structure of world trade. Therefore, along- 
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side the products whose output rests upon the processing of the 
available raw material resources and a relatively low cost of 
manpower, it appears useful to set up in the most developing 
countries, some other productions that correspond to the level 
of the world-wide scientific-technical progress. They can also 
include industries whose products will, at least, at the initial 
stage, predominantly or perhaps even exclusively be meant for 
export. 


The policy of creating specialized export branches of the 
manufacturing industry by no means presupposes a refusal or 
even a mere slackening of attention to the advance towards the 
external markets of traditional food, raw or manufactured 
goods. The solution of major national economic problems of 
developing cuntries as exemplified by the issue of the foreign 
economic balance demands the greatest possible mobilization of 
literally all available resources and rational use of the possible 
potentialities of the economic growth. It is for the same reasons 
that this line is not the direct alternative to the development of 
traditional branches of industry, 


As long as the young states do not have other possibilities 
in the field of industrial construction, traditional forms of pro- 
duct'on can and must play their positive role. Technical and 
managerial experience gathered in these branches as well as 
comparable advantages of their functioning in developing ccun- 
tries are in favour of this conclusion, 


In the event of carrying through deep-going internal socio- 
economic changes and establishing a Jarge-scale economic co- 
operation between the freed countries all the positive aspects of 
traditional industry can be develoned and mult‘plied. The neglect 
for the unused potentialities in the matter of a possible rep'ace- 
ment (within the framework of individual countries and regions) 
of the import of industrial gcods is economically unjustif‘ed. It 
is esnec‘ally true if one considers that the principal advantages 
flowiny from the exploitation of tre domestic market of in- 
dustrial goods are used only at the stave when the creation of 
mutually sunplementary items of industrial product‘on hegins 
and when the imvorted goods of intermediate demand and the 
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equipment purchased abroad begin to be supplanted from the 
national markets. 


The struggle against the manoeuvres of imperialism which, 
While adjusting itself to new conditions, tries to direct the 
process of the economic development of these countries towards 
the purposes that suit it the best and to subject it to their 
selfish interests, is one of the principal components of a complex 
of steps divised to do away with the obstacles to the socio- 
economic advance of developing countr.es. This struggle tends 
in many respects to achieve an efficient control over the trans- 
actions of foreign capital in the local economy and to reshapa 
the unequal system of the international capitalist division of 
labour. The question is, particularly, of the necessity to finally 
put an end to the discriminatory commercial and political treat- 
ment of the export of young states, to achieve stable raw 
material prices and a free assess of their industrial and agricul- 
tural products to the markets of capitalist states, etc. Not less 
important is the question of getting by developing countries 
unilateral trade preferences from capitalist states, since, given 
the economic inequality of partners, a mutual tariff reduction in 
both groups plays into the hand of the stronger partner. In- 
dividual independent countries are not in a position to cope with 
many of such problems. That is why the success of the anti- 
imperialist struggle greatly depends on the unity of the “Third 
World” countries. 


Thus, the industrialization of developing countries calls for 
a comprehensive apvroach. But it is practically impossible to 
carry it through on the basis. The spontaneous market machinery 
doesn’t suit this purpose. The logic of development substantiated 
by historical experience shows that the centralized economic 
management by the State represents the only alternative to the 
free inter-play of market forces, Relying on the knowledge of 
the over-all situation, the State can not only neutralize to a 
certain extent the negative effects of the market element but it 
can also notably influence the situation in the market itself. It 
finds the most expedient directions and the shortest ways to 
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move forward by ensuring the maximum of possible conditions 
for their implementation. The concentration of an increasing 
share of production resources of society in the hands of the state 
adds to its possibilities in this field. 

The industrialization strategy in the proper sense has to do 
with the choice of technical and economic parameters of in-. 
dustrial development (functional structure of the GIP, distribu- 
tion of capital and labour between different branches and 
divisions of economy, interrelation between extensive and in- 
tensive, as Well as ketween internal and external growth factors, 
etc.). The development of economy is known, however, to take 
place in certain social forms. That’s why the industrialization 
strategy in the broad sense must state into account social pur- 
poses, forms and consequences of industrial development, es- 
tablish a link between different divisions and sectors of economy 
within the country and social systems at the world scale. 

In present-day conditions the industrialization of developing 
countries is generally impossible without the intervention of the 
State in this process. The question is not one of a simple partial 
substitution or supplementing of economic functions of the 
private sector but of the turning of the State into the decisive 
link in the machinery of economic development. The enhancement 
of the part played by the State is a quite logical process because 
the public sector represents the most advanced and rip form of 
economy in the “Third World” countries, Its priority over the 
private enterprise system is determined by a higher degree of 
socialisation of production and circulation as well as by a more 
Sophisticated system of production planning. Since the. produc- 
tion in the public sector is not bound un by the stiff restrictions 
of the value and added value laws, its purposes and limits are 
wider and more mobile. Basing’ on the machinery of the finance 
and credit system and on its enterprises in different economy 
Spheres, the State can mobilize resources at gq scale and use 
them in such disciplinary and technical dimensions which the 
private sector is incapable of ensuring. 


Nevertheless, the capacity of the State as the main generator 
of economic progress in developing countries cannot be regard- 
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ed in isolation from the social pattern of their economic devel- 
cpment. If the public sector develops on the capitalist basis under 
the dual character cf national economy that remains part and 
parcel of the capitalist economy system, then the organising and 
transforming potentialities of the public sector are inevitably 
restricted. A large social base for its development is necessary 
that would liberate the process of economic advance from the 
action of stiff laws of the capitalist production methcd and sub- 
ject it to move rational purposes and tasks. Since the precondi- 
tions for a direct transition of independent countries to socialism 
are as yet inexistent, some intermediary social forms of economic 
progress are necessary. But independently of the specifics of 
these forms and stages of social development of the “Third 
World” countries, the cvercoming of their economic backward- 
ness and dependence represents, in the final analysis, as we see 
it, only a fraction of a more general problem of transition for 
socialism at the world scale. Consequently, any attempt to 
construct a rational model of their industrial development with- 
out taking account of this circumstance is doomed to failure. 


In their struggle for the building of developed and independ- 
ent economy developing countries meet with an increasing sup- 
port by socialist countries. Being based on the principles of full 
equality and mutual advantage of the parties achieved by the 
economy of social labour in the production of individual com- 
modities and on a laised general efficiency of their economies 
the economic cooveration between socialist and independent 
countries is improving and gaining momentum. If at the first 
stage it was based only on the use of the old export speciaJisation 
of developing countries, so now the foundations of definite 
economic complexes are gradually being laid which vse natural 
and production resources of coonerating countries in the mutual 
interests. By the same token, the material base of the union 
between the two principal revolutionary forces of our time is 
grow'ne and gathering strength. And this, in its turn, enhances 
its positive influence on the whele system of world economic 
relations of former colonial and dependent countries. 
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1. The Role of the Federal Republic of Germany in the In- 
ternational Economic and Political System 


It is generally recognized that West Germany is not only a 
highly developed industrialized capitalist country, but, in many 
respects, is also the second strongest imperialist country after 
the USA. Thus, it is of utmost importance to analyze this coun- 
try’s strategy of foreign economic expansion for both industrializ- 
ed capitalist countries as well as for the so-called developing 
countries. Even more so since the FRG excellent economic and 
political relations with the most reactionary and fascist regimes 
in the worlds : Brazil, South Africa, Iran, Israel, Chile, etc. The 
analysis and assessment of West German imperialist strategy 
of the last three years — under considerably different economic 
and political conditions — seems to be necessary furthermore, 
because frequently false and illusionary attitudes prevail in the 
developing countries on the nature of its policies. A major factor 
contributing to this can be largely attributed to the fact that 
the government affairs of West German capitalism are managed 
mainly by the Social Democratic Party, and it is this Party 
which still retains its image of a progressive reform Party in 
many countries of the Third World. The analysis of West German 
foreign policy of the last several years, its policy of development 
and natural resources, its position on the “New International 
Economic Order’, however, reveals that this social democratic 
led Federal Government represents, to a large extent, and at 
great risks, the interests of capital as a whole. Thus, it threatens 
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to become an increasingly dangerous factor in the international 
economic and political arena. The enormous strength of West 
German capitalism internationally, eg. above all within the 
capitalist world, can be illustrzted by the following statistics : 
The F'RG’s share of world exporis — 13% — amounts to neatly 
as much as that of USA. Japan ranges with 7% in third place. 


Regarding the share of tndustrial World exporis, the FRG 
has occupied the leading position since 1970 and has thus al- 
ready surpassed the USA (which exports large quantities of 
agricultural goods and raw materials). Concerning the level of 
the Gross National Froduct, the FRG stands closely behind Japan 
in the 3rd place, although it has only somewhat more than half 
of the population of Japan, Lastly, the trade index and balanc2 
of payments are important factors in determining the relative 
strength of a country. Since its founding in 1949 the FRG has 
shown increasing export surplusses. In the last three years they 
amounted to approximately 15-20 billion US dollars. The cur- 
rency reserves of the FRG total 39-40 billion dollars, the German 
Mark is considered one of the most stable currencies of the 
western world, which is a result of, among other factors, the 
relatively low rate of inflation in comparison to other capitalist 
countries. It averaged 6.5% in the last 3 years. 


2. The Foreign Economic Pelations of the FRG and the Crisis 
of 1974-76 


The causes of the enormous economic rise of the FRG will 
not ke analyzed here in detail. They can be summarized in the 
following terms: a large inexpensive, unemployed and qualified 
reservoir of labour until 1960, good conditions for profit earnings 
of the capitalists in the home and foreign markets, large amounts 
of capital imported from the USA, no armament industries 
(until 1960) hindering cavital accumulation, relatively low 
militancy of the West German working class, whcse development 
prespects as a result of fascism, war and systematic anti- 
communist pronaganda even up until today are still narrowed 
down; lastly, with the immediate vicinity of the GDR, the close 
competition of social systems. In spite of the rapid economic rise 
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of West German imperialism, this capitalist growth was by no 
meéns consistent; On the contrary, it has been interrupted by 
more or less strong crises and recessions, The depth and strengta 
of the crisis have shown a continual increase. The crisis of 1974, 
which is just now gradually being overcome, is the mcst serious 
jn the history of the FRG: Reduction of the GNP by 5%, ap- 
proximately 2 million unemployed or partly employed, a 10% 
decline in industrial preducticn, wage reductions, production 
losses totalling approximately 30 billion dollars. At the same 
time, this crisis, in comparison to that of 1966/67, ccntains 
special characteristics : a) for the first time the price rise and 
inflation rates, contrary to the teachings of bourgeocise econom- 
ists, didn’t decline or declined imperceptibly and remained at 
approximately 6% yearly, b) since the recession this time ccincid- 
ed with those in other capitalist countries, it resulted, for the 
first time, in a decline of the exports and of the export surplus; 
c) as opposed to earlier ones and because of the depth of this 
crisis of overaccumulation, the measures of state mcnopoly crisis 
management did not function this time. The particular pheno- 
menon of the last crisis caused the Social Demccratic Govern- 
ment propaganda to divert attention from the real causes of the 
cris’s. Rezeatedly, the cause of the crisis was claimed to lie 
Within the realm of the “World economic system” and could, 
therefore, nct be influenced. Particularly, the rise in petroleum 
prices and the shortage in natural resources in 1974 and into 
1975 was made resvonsible for the depth, width and length of 
the crisis. In reality, however, it can be proven that the crisis 
resulted from the internal mechanisms. The strong’ intern2ticnal 
economic position of the FRG helped even to weaken the crisis, 
althouch not as effectively as in the cr’sis of 1966/67. The primary 
cause cf the crisis lies in the overaccumulation of capital — 
atove all, between 1968-71 — and the letated decline in the rate 
cf profit. 


Ewen before the price increases for crude oil and other na- 
turel resources came about, strong signs of the crisis had been 
developing in the automobile industry, textiles, and construction. 
Therefore, it is evident, that these factors are not the decisive 
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cause of the crisis. On the contrary, one may hypothesize that 
the FRG, because of its strong competitive advantage, has even 
profited from the so-called oil crisis and shortage of natural 
resources : In 1973, the first year of the crisis, as the terms 
of trade for the FRG had worsened somewhat (but not as much 
as to compensate for the development of the terms of trade ga-ns 
for the previous two years), the expozts of the FRG increased 
immensely: the export surplus came to 36 billion (1972: 20 bil- 
lion, and in 1974 the surplus rose again to 56 billion marks, pvob- 
ably the previously unmatched record of the capital:st world ! 
Paradoxically, only in 1975, as the terms of trade had improved 
for the FRG (which had stood at levels previous to 1973), did 
exports decline and the export surplus was reduced to 42 bil- 
lion! That means: @) the development of the terms of trade in 
the years of 1973/74 had not negatively influenced the export 
expansion of the FRG in any way, but rather, even positively 
influenced it by means of other factors such as export structures, 
the level of the rate of inflation, etc; 6) the decl'ne of exports 
and export surplus from 1974 to 1975 took place from an ex- 
tremely high point and must be considered as a “normalization”, 
but not as a cause of the crisis; c) the strongest regional ex- 
pansion of exports came into those groups of countries, which 
had been named the source of the crisis : 


The increase in exports into the OP#C-countries amounted 
to 70% and 80% respectively for 1974 and 1975, into the social‘st 
countries on the average of 30%, into the remainder of the 
developing’ countries 20%. On the other hand, there was a far 
smaller ratio in Increases and even .an absolute decline in other 
capitalist countries (for example USA). Even here it can be 
seen that the sources of the crisis cannot be found in the de- 
veloping countries or in mysterious forces of the international 
eccnomic svstem, but in the internal, as well as in the parallel 
external capitalist crises of overaccumulation. 


3. The Foreign Economic Policy of the Federal Government 


The international economic position of the FRG was achiev- 
ed in no way according to. the postulated of “laissez-faire” and 
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of unrestrained free trade, although representatives of the FRG 
frequently try to act as if this were the case. Right from the 
beginning, the state foreign economic policy had supported this 
expansion on various levels to a large extent: commodity ex- 
port subsidies, capital export subsidies, custcms tariff pol.cies 
and currency policies. Next to widely developed measures for 
promoting commodity and capital exports (by means cf sub- 
sidies, tax benefits, investment insurance and collateral, st te 
prefinancing of exports, etc.), it was, above all, until 1973 the 
continual underevaluation of the German mark in relation to 
the US dollar, which was extremely favorable fcr increasinz 
West German commodity exports. Since the collapse of the 
Bretton-Woods system and the transition to floating exchange 
rates, this competitive advantage has keen reduced, as within 
short periods of time the value of the German mark international- 
ly hes been revalorized. In order to maintain competitive 
advantages under these circumstances it has become increasing- 
lv important fer West German capital to keep the rate cf in- 
flation lower than its international capitalist competitors by 
means of restrictive fiscal and financial policies. This concept, 
known as the “stabilization pclicy”, has both an internal as well 
as an external objective, which mutually’ complementary : On 
the ene hand, the pressure on the wages of the working class, 
which already exists in the recession in the form of restrictive 
credit and fiscal policies, is increased; on the other hand, this 
wage cost reduction, combined with simultaneous increases in 
productivity and relatively low rates of inflation, contributes to 
the external expansion. From these double tendencies the paral- 
lels of increased political repression in the FRG and the growing 
aspiration for hegemony in Western Europe are in no Way ac- 
e dental. 


This increase of unequal development, led by the FRG 
Within the national capital in Western Europe, is the primary 
source of the recent growing political and economic disintegra- 
tion phenomenon within the EEC. 


The second foreign economic and political tendency streng- 
thened by the present crisis concerns the export of capital and 
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its active promotion by the Federal Government. West German 
export of capital has above all grown since 1967 such that the 
West German production abroad. in the meantime is approaching 
the levels of exports. Approximately, one-third of all foreign 
investments (of a total of 20 billion dollars) are put into the 
developing countries. It may be assumed, that this expansion of 
capital will continue and increesa in the future. According to a 
survey of international enterprises, three-fourths of the cor- 
porations wanted to invest more abroad than at home until 
1978. This is thoroughly logical from the capitalist standpoint: 
The tendency towards revalorization of the German mark, the 
poss'bility of avoiding costly envircnmental protection measures, 
the pressure, in the face of a high level of internal unemploy- 
ment, to reduce the quota of foreign workers, and the increasing 
import restrictions above all from underdeveloped countries, as 
well as other investment benefits there, all of these factors seem 
to ke based in the general tendency of rising canital exports. 
Only within the framework of these expansive intentions and 
necessities (for West German capital) can one comprehend why 
the government of the FRG had unleashed vehement polemics 
against the terms of the “New International Economic Order”, 
accord'ng to which those states of the developing countries are 
granted the right to control their own resources (including na- 
ticnalization according to national law). Recently, worded into 
the princivles of West Germany development pclicy was the 
following sentence: ‘internaticnally the Federal Government 
points to the importance of private economic ccoperation fo~ 
social prowress and underscores the necessity for legal security 
and e¢. healthy investment climate in the developing’ ccuntries”’. 

Ancther aspect of the aggressive expansionist poli-y is the 
increased suksidizing of research-intensive and export oriented 
industrial branches. For example, the Federal Government has 
subsidized the West German nuclear energy industry (practical- 
ly on s'nele enterprise, the Kraftwerke Unicn AG, a subsidy of 
the leadinz mononolies Siemens and AMG) in the last 15 years 
with almost J6 hillion US dears. Therefore, the Federal Govern- 
ment allows and promotes the export of nuclear power plants 
with a closed circular combustion svstem and, therefore, sup- 
ports the production of atomic weapons. 
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With this “liberalization” of nuclear power plant exports, 
the FRG has just undersold even the American competition, as 
Seen in the four billion dollar deal with Brazil, at the cost of 
raising the number of nuclear powers. Similarly, close atomic 
ccoperation of the FRG has been maintained for a long period 
With South Africa, probably also with Israel, in the future may 
be with Iran, The orders for this dynamic branch of industry 
amount to approximately 12 billion dollars and already shares 
10% of total West German exports. The atomic energy industry 
of the FRG is exemplary for the economic expansive and 
politically dangerous nature of state monopoly subsidy policies. 
The other side of this. export subsidy policy can be seen in the 
restrictions of imports by means of tariff-found and nontariff- 
bound trade barriers. In spite of all propaganda by the FRG 
regarding non-reciprocal trade concessions and preferences for 
the developing ccuntries or of single groups of developing coun- 
tries, an evident discriminaticn of imports from developing 
countries can be determined. Recently, a conservative bourgeoise 
economist stated, “that the preference quotas granted to the de- 
veloping’ countries by the EEC” are relatively generously set for 
those commercial commodities, whose delivery capacity from de- 
veloping countries is completely lacking or is extremely minimal, 
Whereas the market growth for. their exportable goods is held 
un bv special measures for sensitive products”. For the FRG, 
the following is still characteristic : “In effective high duty tariff 
protection can be found in the natural-resource and labour in- 
tensive industries of the metal, wood, cellulcse, textile and 
leather branches. A lesser tariff protection is found in the export 
oriented’ commercial branches”. (H. Groner) 


4. Natural Pesources ont Develonment Concepts for Develop- 
inq Countries of the Federal Government 


“The nature and intensity of foreign economic interrelation- 
shivs of the FRG economy and its specific consequences during 
and followine the crisis of the capitalist world economic system 
constitute the variables of the Féderal Government for a modi- 
fied policy towards the developing’ countries. The starting con- 
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ditions can be seen in: a) the forces, crisis-caused international 
expansion and b) the high dependence of imports of raw ma- 
terials by the FRG, above all, of industrially necessary raw 
materials, (in important raw materials this dependence is 80- 
100%; at least half come from developing countries, primarily 
crude oil, copper, bauxite, aluminum, lead, chrome, iron ore, 
nickel, zinc, phosphates, cellulose, tungsten, titan). Another 
aspect affects the changed attitude towards the developing 
countries : The improvement of the international economic 
position of the FRG during the crisis largely at the cost of 
the European neighbours and competiters. Whereas the OKEC 
countries from 1974 fell from a trade balance surplus of 2.5 
billion US dollars to a total deficit of 33.5 billion (two-thirds 
of them from Italy, Great Britain and France), West Germany 
reached a record surplus of 20 billion dollars, Since a continua- 
tion of this development would lead to an exp'csive increase in 
contradictions between the capitalist countries, and since, on the 
other hand, these countries are capable of protective and retain- 
ing measures towards the FRG, the pressure is increased on the 
weakest links in the international chain: the developing coun- 
tries. 


That is also a reason why the raw materials and develop- 
ment concepts of the FRG, in spite of, and partly because of the 
new and energetic efforts of the developing countries in the 
struggle for a new economic order, since 1975 placed the in- 
terests of national capital above those of the so-called develop- 
ment policy far more distinctly and brutally than previously. 


Regarding the crude oil problem, the FRG has joined largely 
the confrontative course of the USA (Entrance to IEA, extensive 
Support cf the so-called “Kissinger Aid Funds of Oil Consuming 
States”, etc.) and there were no measures enforced against the 
international oil corporations. 


On the other hand, the FRG had not completely assumed 
the total confrontation strategy of the USA, because of the 
greater dependence on crude oil. The strenethening of bilateral 
relations to several OPEC-States and the founding of a state- 
controlled national oil corporation (VEBA/Gelsenberg) are ex- 
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pressions of a.certain national self-reliance. Along with several 
austerity measures in energy consumption, the subsidizing of 
alternative energ’y and natural resources (above all coal and coal 
hydrogenation and nuclear energy, but without the prospects of 
decisively lessening the dependence on oil until 1985!) worthy 
of mention is the preference of the FRG for several spectacular 
recycling transactions (Krupp shares in Iran, Daimler-Benz 
shares of Kuwait). With these activities as well as with the so- 
calied triangular cooperation (such as, financing from Saudi 
Arabia, Know-how and equipment from the FRG and plant 
construction in Sudan) the Federal Government attempts to 
reduce the temporatily existing red‘stribution of resources caus- 
ed by the oil price rise and tries to bind the corresponding par- 
ticipating developing countries to a capitalist path of develop- 
ment. 


The new accents in West German policy vis-a-vis develop- 
ing countries can be summed up in to three categories, which 
frequently term the various sides of one and the same transac- 
ticn: bilateralism, subsidizing private investments and promo- 
tion of the production of raw materia!s in developing countries. 
Against the wishes of the developing countries, the FRG Govern- 
ment would like to increase its bilateral cred't end strengthen 
technical relations with countries of the “Third World’, in order 
to maximize the retroactive effect of the public finances on the 
West German export economy and simultaneously to have 
means of exerting political pressure. The Minister of Develop- 
ment, Bahr, stated recently, “80% of our canital aid emerges 
as orders for the German economy. In the area of the World 
Rank we obtain orders valuing even double of that which we 
pay”. in the future, the profit maximizing instruments of West 
German development aid “will increase the favour of the ex- 
port-oriented monopolies even more, also largely as a result of 
the deeper involvement of state capital in the regional develop- 
ment banks. The subsidies of private investments have been in- 
creased enormously in the last three years. The original capital 
of the DEG. Deutsche Entwicklungsgesellschaft (German De- 
velopment Corporation — a federally owned institution, which 
participates, directly cf through loans, in West German private 
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investments in developing countries) has been raised from 1974 
to 1976 from 300 to 600 million marks. The General Director of 
the DEG explained, “the supply needs of our economy for certain 
raw materials was one reason for the capital increase of the 
DEG”. Already, in 1975, is was evident that the wide-spread 
state subsidy measures had produced considerable results. 
Whereas the “public capital aid” grew 12% from 1974 to 1975, 
the amount invested by private capital in the developing coun- 
tries doubled! In 1974, the private canital exports into the devel- 
oping countries came to 3.75 billion German marks, in 1975, they 
amounted to 7.5 billion, already a2 rise of 3.7 billion, as high as 
total investments the previous year! It is clear that the crisis 
has spurred the districution of the relative capital surplus into 
the develoning countries to an extremely large extent. In the 
latest economic report of the Federal Government, it is stated 
that the government will continue to engage in “creating optimal 
conditions for cuoperation with German enterprises”. The state 
financial measures of the Federal Government for securing raw 
materials have doubled in the last two vears. They not only 
acquire and secure raw materials for the West German econemy, 
but also in this way serve to counteract price rises and raw 
materials cartels of the developing countries. Th'‘s is openly 
stated in the Report cn Development Policy of 1975 “The 
Federal Government has in the past stated its wi'lingness to 
support the develonine countries in realizing and utilizing their 
potential of natural resources... such a policy based on Jong- 
term cocneration will also ccntripute towards creating the 
“climate of trust” in the futuve, without which the supply 
sources in the developing countries cannot be secured. This leads 
to an increase in the world-wide surply, which also jmproves 
the position of the FRG as a purchaser in the market”. 

It is clear from this, whv the Federal Government rejects 
the most important components of a “New International FEco- 
nomic Order” and must reiect it from the standpoint of a 
consistent representative of canital interests. In spite of all 
sweet talk in international ccnferenres and statements of 
willineness, the FRG, alone with the USA, belongs to the most 
steadfast and conservative defenders of the present international 
economic system of exploitation. 
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Its drive towards hegemony and the present crisis situat on 
have rather reduced its margin for making concessions. It is 
the least interested in a real transfer of resources. That should 
be considered by the developing countries as a whole and especia!l- 
ly by those who have recently greatly broadened their economic 
tics with the FRG, and take into consideration special counter- 
“~-ssurcs against the ruthless defenders of the world economic 
status quo. 
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ABOUT CERTAIN BOURGEOIS CONCEPTS 
OF INDUSTRIALIZATION 
IN THE DEVELOPING COUNTRIES 


by 
N. LIDLEIN 
(USSR) 


Industrialization is a front-ranking problem in the struggle 
of the newly-liberated countries to liquidate technical and eco- 
nomic backwardness and achieve econcmic independence. In- 
dustrialization essentially means a basic restructuring and 
diversification of economy, the rebuilding of all sectors of the 
economy on the basis of sophisticated technolagy, extensive in- 
treduction of new technology and development of the national 
s*jentific and technical potential. Industrialization takes dif- 
ferent forms that are suitable to the specific conditions of a 
ecuntry-geography, development level, place in the world division 
of labour, etc. 


It is a comprehensive process of dialectic interaction be- 
tween economic, social and political factors. The scale and sree 
of creatine a new material and technical base are largely de- 
termined by changes in the class and social structure of society. 
That is why it would be a mistake to see the restructuring of 
national economv only from the technical and economic v'ew- 
vont, concentrating on technical rearmament, introduction of 
new plant, production methods as well as building cf roads an1 
communications. 


The close inter-relation of various elements of economic 
development requires that the entire ccmplexity of factcrs be 
kept in mind when building un the ccncept of industrialization. 
The limitation of the problem to an analysis of only the technical 
and economic aspects inevitably leads the analyst away from 
reality to abstract theory and impoverishes the content of the 
ecncept. 


Economic modernization in the Third World countries oc- 
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curs in the period of a mounting scientific and technical revolu- 
tion, the internaticnalization of economic contacts and an un- 
precedented growth of trade exchanges. That is why it is so 
important for the developing countries to establish an equal 
system of international relationships that would allow them t> 
make the best use of the international division of labour. Special- 
ization of production, that accords to the conditions of a country, 
hel os the establishment of highly-efficient industrial complexes, 
the introduction of industrial metho7?s in all sectors of the 
economy and ultimately speeds up industrialization. 


The imperialist powers use tke general backwardness and 
considerable eccnomic denendence of the Afro-Asian and Latin 
American countries on capitalist centres to channel industrializa- 
tion to a course that benefits them. This is seen pzimarily in 
the fact that aid is given to the industries and kinds of produc- 
tion that are kecoming unorcfitable to the industrialized capita!- 
ist countries or are auxiliary to their enterprises in the develop- 
ing countries. The imperialist states encourage the mining an 
some of the processing industries, but brake the advances cf 
science-consuming economic activity that is the key te scientific 
and technical pregress and is of decisive importance to contem- 
perary social repreduction. They assist the development of 
cspital'sm in the Third World countries — on the one hand — 
while, on the other, they work to cnhance dependenre nnon 
themselves. This kind of industrialization, based cn amassing 
prefit, unequal distribution of incomes, inevitably breeds sccial 
antagonisms, the polarization of classes, the enrichment of the 
kovrgecisie and the impoverishment of the werking people. It 
prevents a national solution from teing fovnd for the whole 
complex of social problems produced by industrial‘zation. 


A practical alternative to devendent development is the 
narrowing down of capitalist relaticnships and consolidation of 
contacts With the socialist community. These countries help the 
developing states to Overcome economic backwardness by giv‘ng 
them long-term eccnomic aid for building un a material and 
technical base founded on the mest sophisticated technology and 
assisting the development of science and education. The establish- 
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ment of a material and technical base on non-capitalist principles 
envisages the planned use of national resources for the benefit 
of the whole nation and the total mobilization of the people’s 
efforts in building up a progressive society. The swift in- 
dustrialization of the Soviet Un.on and the enormous growth of 
iridustrial output in all the countries of the socialist system 
represent an impressive example of accelerated development to 
the newly-independent states. 


These are the circumstances in which the western scientists 
are trying to work out a theory of capitalist industrialization for 
the developing countries. They admit that the concepts they 
offer are stamped by the struggle between the two worlds and 
serve imperialist goals. As the British economist Robbins put 
it, the growth theory is rooted in the post-war competition of the 
United States and the Soviet Union. The well-known Swedish 
scientist G. Myrdal indicated that most of the bourgeois econo- 
mic studies analyze the internal problems of the emerging states 
from the viewpoint of western political and military objectives 
of “Saving these countries from communism”. 


The bourgeois political econom‘sts want to reduce the in- 
dustrialization of the developing countries to the solution of 
problems at the technology and economy level. ‘They further- 
more belittle the differences there are between sccialism and 
capitalism and evade such of the basic problems of the Third- 
World countries as the choice of a way of development for the 
future and realization of radical social and economic transforma- 
tions. 


The “R= Push” Concept 


The “big push” concept appeared at the time when the 
newly-indenendent states were established. The fcllowevs of this 
trend do not suppose that a concept of effective industrialization 
in the specific conditions of the Third World countries could 
be evolved on the basis of the traditional bourgeo’s approach 
to the problem, which is based on established market economy 
and non-interference in economic development. The bourgeois 
economists tried to form a new theory that would prove the 
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possibility of solving’ the fundamental. problems of the. develop- 
ing ‘countries on the basis of intensive state interference within 
the framework of contemporary capitalist production relation- 
ships.. 


‘iue western theorists declare that economic development 
is dependent on foreign factors and concentrate attention on 
fuicign investments, while they underestimate the internal 
oypurtunities and resources of the newly-independent countries. 
In conditions when there exist two world systems, the “big 
push” concept. assumed a political hue and represented a call for 
the massive exvort of capital and capitalist production relations. 
The American economic expert B. Higgins wrote, a propos of this, 
that the non-aligned Asian. and African countries are among 
those who evidently need assistance. He said that these strate- 
gically important ccuntries with a population of hundreds of 
millions are expected to develoo and that they may receive aid 
from other scurces than the West. So if the West fails to 
evarantee technical and economic aid and fails to convince them 
that they can achieve their ambitions within the framework of 
the capitalist system, the develop‘ng countries will probably try 
and do it in the non-capitalist way. 


P. Rodenstein-Rodan is considered to be the father of this 
theory. But then the “big push” idea was developed upon by ths 
well-known American economists R. Nurkse, G. Singer and A. 
Hirschman as well as many others. 


The “big push” theory was actually the first serious attempt 
made by bourgeois scientists to analvze the Jaws governing 
underdeveloped economy. As a rule, this type of economy was 
pictured as stagnating eccnomy that could not be activated by 
insignificant dnd disversed investments. 


The followers of this theory think that a “big push” in the 
form of large investments is required to shake the patriarchal 
system. ‘One or a series of such pushes is to bring economy to 
a,critical level of per capita incorne and efficiency of production 
when economic growth becmes automatically continuous. 


‘The theorists of this trend are vrone largely to a vulgar 


— 138 -- 


determinism since they think that technical rearmament and 
investments are sufficient stimulation for development. Such an 
idea leads to the underestimation of radical soc‘al transforma- 
tions end excludes comprehensive analysis of social and economic 
problems. 


There were ultimately two groups cf arguments in favour 
of the “big push”: one underlines the cause-and-effect relation 
ship in underdeveloped economy, while the other urges realiza- 
tion of the so-called foreign economy effect, whose principles 
were laid down in the twenties by A. Marshall and A, Pigu in 
an abstract logic theory of social well-being. 


Let us first look at the first group of arguments. According 
to the Western economists, stagnating economy (at a stable 
balence cf subsistence minimum leve's) is distinguished hy 
being governed by so-called all-round causality since the ‘nerti2 
of patriarchal economy is an obstacle to any change at the 
initial stages of development. According to the def'nition of R. 
Nurse, it presupposes the existence of a complicated system of 
relaticns, or a so-called circular distribution cf forces, having 
a tendency of influencing one another so as to keep a poo7 
country in a state of poverty. For example, there is a so-called 
vicious circle of poverty in the field of reproduction : low income 
tevels condition the insufficiency of savings, which in turn breed 
en insufficiency of capital. This entails a low efficiency of 
lakour and consequently low incomes. This closes the circle. 
You wil! easily perceive that the cause merges with the effect 
in this interpretation and the explanation for the lack of devel- 
opment ends in tautology — a country is poor because it 1s poor. 


R. Nurkse describes the rule of all-round cause as applied 
to reproduction, but other American eccnomists, like H. Leiben- 
stein and R. Nelson see its effect in an interrelation of factors 
influencing the increase or decrease of per head incomes. They 
say that the ponulation explosion in the economically under- 
developed countries depends on per capita income at the first 
stages of industrialization. In other words, any improvement in 
the standard of living is accompanied by better nutrition and 
hygiene, which reduce mortality and result in an increase of the 


— 134 — 


population even when the birth rate remains at the old level. At 
greater per capita income levels this dependence gradually 
weakens and at a certain stage (at the critical level) brings 
about’ the reverse : improved living standards lead to a lower 
rate of population growth. It should be said that since they are 
advocates of cavitalist industr‘alizaticn, these authors ignore 
the inequality of incomes that is peculiar to this type of socia! 
development, an inequality that could substantially change their 
cenclusions. 


It is the idea of H. Leibenstein and R. Nelson that economy 
can achieve self-sustaining growth if encugh investments are 
made to bring up per cavita incomes at least to the critical 
level. If this is not done the population explcs‘on will inevitably 
overtake the increase in income (or will simply be eaten up) and 
eccnomy will aga'n become stagnant. 


These diagrams are characteristic of other theories, too, 
When they are based on the all-round causality rule. It is con- 
sidered that the only way to break through the “vicious ci”cle 
of poverty” is the “big push” in the form of a big investments 
program to overcome the barrier of inert’a and make economic 
growth an irreversible nrocess. But, as these thecrists maintain, 
since the develcping ccuntries are hardly able to ensure the 
necessary amounts and structure of investments by themselves, 
a powerful impulse in the form of foreign resources is required 
to shake-up the stagnant economy. 


Though the “vig push” concept dces possess a share of 
sober thinking in regard to the cause and effect relationship in 
develop'ne economy, cn the whole it is prone to oversimplifica- 
tion, pessimism and overstressing of certain factors. R. Nelson 
and H. Leibenstein stressed the interrelation cf changes in 
income and the population explosion, while later studies made 
bv I. Fidelmen, D. Camershane, S. Dracatos and others indicat- 
ed that there are many factors and comp'evities to the popula- 
tion growth nroblem in the developing countries. 


Quite a few of the arguments for the “big push” are based 
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on the foreign economy effect. The notion of foreign economy 
mirrors the distinction between private and public spend'ng and 
assesses spending from the viewpoint of all society and not a 
single producer. In simplified form, this notion characterises 
the non-market stimulating effect on economy cf certain kinds 
of investment. The favorable external effect is most clearly 
visible when government investments are made in the infra- 
structure, education, the health service, science etc. The build- 
ing of a network of roads, for examole, largely reduces the 
transport expenses of individual producers, though they do not 
invest their own money directly. 


The “big push’ concept dominated various theories of 
balanced and unbalanced growth, which were based mainly on 
the calculation of the size of investment required to maintain 
self-supnorting growth, on an analysis of the structure of this 
investment (balanced end unbalanced), definition of the level 
of their mutual complement fcr stimulation of developing 
eccnomy for catering to its needs. 


The Western eccnomists actually identify the “big push” 
in industrialisation with the “b’g push” in the development of 
capitalist relations. As a rule, stress 1s made on government 
investments that encourege the private sector’s development. 
This view of foreign eccncmy mirrcred the advantages of the 
private capital sector at the expense of the rest of the popula- 
tion to a greater extent than benefit for all society. 


It was expected that the way of life and social institutes 
would automatically adapt themselves to economic changes and 
that there would be no serious okstacles to development. This 
viewpoint overlooked the fact that eccnomic growth cannot be 
continuous unless it is given support by the masses in the de- 
veloping countries themselves, and is not accompanied by serious 
social and economic transformations. If this does not happen. 
the “bie push” bogs dcwn in the patriarchal social system, in- 
creases ineouality and aggravates social disagreements. In- 
cidentally, this was indicated by the followers of the sociological 
trend in bourgeois political economy, who criticized the “big 
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push” concept. G. Myrdal wrote that it is undoubtedly easier to 
take action in the economic than in the political field, which 
encroaches on property interests, intrudes in the sphere of deeply- 
rooted conservative tendencies, breaks the carefully-nurtured 
traditions and prejudices and acts against heavy social inertia. 
Still, should the policy of development be geared to economic 
development in its narrow meaning, the effect will not be very 
great. 


In their calculation of the optimal volume of investments, 
the “big push” theorists abandoned the reality of giving aid to 
the developing ccuntries. For that reason their concept is rathe- 
abstract end has small practical value. They are actually analyz- 
ing variants for the adaptation of capitalism to the specific 
conditions of the developing countries. 


Many followers of this concent had to revise some of their 
views and admit that industrialization is a diversified and con- 
siderably more complicated thing than it had seemed. But in 
spite of losing some of its popularity, the basic principles cf the 
“big push” concept were developed in other trends of economic 
analysis. 


Models with Two Deficits 


The “big push” concept served as the foundation for the so- 
called aid economics theory. It emerged in the early sixties, 
when the policy and planning department of the U.S. govern- 
ments’ international development agency anplied the system 
analysis to the planning of aid programs for the Third World 
countries. This trend was empirically expressed in the establish- 
ment of macroeconomic middle and long-term regression models 
with “two deficits”, or as they are also called “two gaps”. 
These models analysed the vossibiity of implementing a chosen 
growth rate depending on the deficit of internai rescurces (a 
deficit. of economy) and of foreign resources (deficit of the 
foreign trade balance). 


The main idea of the analysis. based on the concept of two 
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deficits, was taken from the linear. programming theory, which 
is used to determine the optimal distribution of resources when 
there are many limitations, changing with time. The idea set 
fozth by H. Chanery and M. Bruno in 1962. This class of models 
was built up mainly by American economists — H. Chanery, I. 
Lidelman, E. Straut, A. MacIvan, R. MacKinnon, P. Epstein and 
others. The first mcdels were built for the developing countries 
that were supposed to serve as a showcase for the effectiveness 
of American econcmic aid and as procf that rapid industrializa- 
tion could be achieved on the. bas’s of capitalist production 
relations. The new trend was fully established in 1966, when 
Chanery and Straut published their article about foreign aid an4 
economic development, in which they attempted to work out 
analysis methods for economic growth within the framework of 
the two deficits concept. This was done on the basis of some 50 
Third World countries, 


Compared to the simple models like the Harrcd-Domar 
model, which analyses the dependence of the growth rate of the 
national income on the amount and effectiveness of accumula- 
tion, the mode!s with two deficits study such facto-s — important 
to the developing countries — as the dependence of the growth 
rate of domestic consumption (VNP?) on savings, investments 
and import as well as on export. It is assumed that at its init‘al 
stage, the economy of the developing countries is in a state of 
structural disbalance, with an excess of some resources required 
for development and a sharp shortaze of others. This breeds the 
Squanderine of resources, reduces efficiency and creates under- 
loaded production capacities. 


According to H. Chanery and his followers, economy can 
go through three stages in the proress of development: the first 
with a low level of organization and a shertage of skilled pe~son- 
ne], the second with a shortage of economy and a third — with 
a deficit in the fore'gn trade balan-e. The sieni‘icance of one 
or another deficit, the amowvnt and role of sid as well 9s the 
preblems and instruments of the government’s economic policy 
chence with the stages. 


The main restriction on growth, at the first stage, is the 


— 1388 — 


absorption ability, at the second — it is the volume of savings. 
and at the third — the volume of foreign currency. In any case 
the volume of aid is defined as the greater of the deficits and 
the volume of foreign resources necessary for transition to seif- 
sustaining growth, is equalled to the total sum of requirements. 
It is assumed that the economic structure is gradually transform- 
ed by the long-term prospect of a shrinkage in incoming foreign 
capital. The economic policy is oriented to the replacement of 
foreign by internal resources, 


From the “big push” view, the first stage is the most 
characteristic of all. It is at the first stage that a massive in- 
flux of foreign resources brings up investment to the maximum 
possible level (defined by the absorption ability) and the level 
cf investments becomes sufficient to maintain the necessary rate 
of growth of the national product. 


So the followers of this concept see economic growth as an 
incessant process from the initial supplement of internal re- 
sources by foreign resources to the efficient use of the national 
potential. This, in turn, brings about an acceleration of growth 
and the use of new resources and makes it possible to increase 
Spending on repayment of loans, development of education and 
improvement of the labour force’s skill. The restructuring of 
economy gradually broadens opportunities for the replacement 
of imports and the increase of export. As a result, economy 
goes over to the stage of se!f-supporting growth and the 
country liquidates or reduces to a pre-planned minimum its 
foreign debt. From this stage on, loans and credits are given 
only on a commercial basis. 


This approach was develoned in the practice of building 
multi-sector models for planning (W. Tim for Pakistan, J. 
Bergsman and A. Manne for India, etc.) These models operated 
with detailed quantities of import, export and investments and 
were put on a stronger logical and empirical base. 


Models with two deficits were widely used by international 
organizations in analysing the trade opportunities of the 
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developing countries when the volume and structure of aid for 
them was calculated. UN economic organizations used the models 
With two deficits for building aggregated models for countries. 
UNCTAD built 30 models and ECAFE — 10. The methcd was 
used by the International Mcnetary Fund, the International 
Reconstruction and Development Bank and various agencies 
for aid in the capitalist countries. We shall try and analyse some 
characteristics of these models as instruments for program- 
ming. 


Tne separation of the two deficits and the assumption of 
their relative independence are artificial by nature. Although it 
Was taken into account that a government does not possess 
equal opportunities for controlling the deficit of internal and 
external resources. It was camouflaged that their emergence is 
largely interdependent, that they exist at the same time and 
determine each other to a greater or lesser degree. The authors 
of the models underestimated the role of internal resources in 
economic growth. The strong accent on the inequality of the 
roles played by internal and external resources led to a situation 
when, even if there was an abundance of internal res-uces 2nd 
an insufficient influx of foreign resources, some of the savings 
were not used efficiently. 


The models with two deficits had as many followers as 
opponents among the bourgeois scientists. They were criticized 
from various positions. The American eccnomist G. Bruton, fo~ 
example, indirated tnat. orientation of investment slelv to the 
covrerare of the two deficits may diminish the effectiveness of 
distributing production resources in the future. He declared it 
more imvcrtant to stress the achievement of an cptimal norm 
of savines and the choice of investment: structnre with an eve 
to the neo-classical criterion of the limit of efficiency. Bruton 
als> criticized the followers of the tvo deficits theory for fail- 
ine to see the nossibility of such an important form of invest- 
ments as snending on education, medicare, research, the infra- 
structure ete. 


Some western theorists criticize the two deficit. concevts 
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because of the technical difficulty of mcdelling underdeveloped 
conomy, pointing to the insufficiency of information and the 
poor quality of statistics — frequent incompatibility of national 
indices with census figures, insufficiency of statistical series 
etc. All this greatly complicates the assessment cf parameters 
and model results. Added to this, the mathematics on which the 
models were based could be used only with a degree of ap- 
proximation kecause of the specific conditions in the develcping 
countries. 

The attempts of H. Chanery and A. Straut to determine 
standard stages of development compulsory for all the Third 
World countries presents a purely theoretical interest. In practice 
the developing countries experience dfficulty in obtaining for- 
eign resources at the first stage and replace imports in the 
majority of cases, Professors G. Ranis and J. Fey of Yale 
University sharply criticized the consecutiveness of the stares 
in the economic models with two deficits. Considering the his- 
torical experience of the developing countries, they doubted the 
truth that such stages exist and cal'ed attention to the com- 
plexity and negative aspecs of using such models. They declared 
that the possibility of build'ng up the th~ee stages hypothesis 
in a planning laboratory does not mean that the idea of the 
three stages is confirmed by h'storic facts since the theory 
sheds light on only a part of the overall picture defies the 
requirement of foreign rescurces. The other part — that is the 
supply of foreign aid — is excluded totally from the study. 


So Bruton, Ranis. Fey and ctrer Western scientists criticis- 
ed the two deficits theory for being one-s'ded and excessively 
hoveful of foreign resources. But this does not mean that their 
own theories did not suffer from one-sidedness. Ranis and Fey 
speak of the same stages in their mcdels of so-called dualistic 
economy with an excess of labour. But in contact to Chanerv, 
they analyse a purely “closed” economy, totally ignoring the 
foreien factors. That is why their criticism of the two def'cits 
con-evt indicates a strugele between different trends and the 
inahilit of the Western economic svien*e to work out a standard 
and trulv enmnrehensive annroach to analysing the developments 
of the Third World countries. 
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In distinction from other bourgeois theorists, both the 
authors of the two concepts and their critics do try to see the 
peculiarities of economy in the developing countries. Chanery 
stresses the importance of foreign resources, structural im- 
balance and insufficient absorbing ability, Ranis and Fey see 
the considerable hidden unemployment in agriculture, the ne- 
cessity of an excess of agricultural production for development 
and other things. That is whey their mcdels are better than the 
one-sector simple models (like the Harrcd-Domar), which fre- 
quently ignore the peculiarities of underdeveloped eccnomy. But 
in these models, too, the basic shortcoming is that they bring 
out individual Third World peculiarities, but assume beforehand 
that the Asian, African and Latin American countries will 
develop into national communities, politically, socially and 
economicaliy similar to the western communities. Since that is 
so, they assume that bourgeois theories that are not applicable 
now, may be useful in the future. The Western scientists pro- 
pose to make some amendments to conventional postulates in 
order to make them applicable at the initial stage. There is a 
difference of opinion on what amendments should be made, but 
the bourgeois theorists are exceedingly unanimous in thinking 
that accelerated development of capitalist production relations 
can solve the complex of social problems, facing the develop- 
ing countries. 


The standard tolerances allowed by the Western analysis in 
macro-modelling economic growth: one cr two products, free 
displacement of production factors, competitive prices “wel! 
operating” productive funrtions etc. — are abstract even for 
the developing countries. That is why it is even less acceptable 
to allow such tolerances for the Third World. As a result of 
over-simplification, the majority of the variables that interest-. 
ed the analysts, were taken for granted while urgent problems 
were totally excluded. It is natural that such a biased approach 
— based on the mechanical use of conservative methcds in 
analyzing the diversified economic system of the Third World 
countries and proposals of amendments to cover up the absence 
of sober thinking — kept the Western economists from break- 
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ing out of the traditional framework of bourgeois analysis and 
building up a constructive theory. 


A model is naturally an abstract scheme that mirrors 
reality to a degree and is expected to solve only a limited 
number of problems. The objective d.fficulty of modelling under- 
developed economy should also be kept in mind. So we are not 
doubting the need of modelling, which is a major element in 
theory and economic policy and will continue to develop, but we 
think that modelling should be brought as close as possible to 
the actual situation in the developing countries, and most im- 
portant of all, it should be geared to solve only specific prob- 
lems. Many attempts have been made in Western literature to 
make modelling perform impossible functions. This is seen in 
the deliberate choice of parameters, the shuffling of statistics 
etc. Bourgeois theorists try to use a simple model — like the 
Chanery-Straut model — to formulate general rules applicable 
to all periods in any country. 


The mosaic nature of the Third World makes it hard to 
imagine that an all-purpose model can be built and made ac- 
ceptable for all the newly-liberated countries. It would be more 
realistic to speak of a family of models, built w'th an eye to 
the peculiarities of separate countries, groups of countries or 
regions. This raises the problem of classifying the developing 
countries. 


When applied to one country, separate models can be less 
effective than a system of models with a complicated mech2n- 
ism of mutually-correcting sections, that encompass national 
economy as a whole. This system, in turn, should be within the 
framework of an even better-quality analvsis, directed by a 
chosen development ccncevt. Of interest, in this respect, are the 
general princip'es for a comprehensive approach to the mcedelling 
of develoning economy, that have keen worked out by the Soviet 
economists I. Alyoshina and S. Kuzmin. 


Macromodelling is only one way of analyzing developing 
economy, so it should be combined with other methods. Economic 
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development consists of many factors and requires a compre- 
hensive approach with the help of experts in various fields of 
economics, sociology, politics, ethnography, anthrepology, and 
others. 


Bourgeois Models and Reality 


The conceptional and methodological faults in the bourgeois 
theories and economic growth models are clearly visible when 
compared With actual processess in the developing countries and 
with the practice of imperialist aid. We shall start by charac- 
terizing Western aid and its basic principles. 


The two deficits method assumes that unlimited aid is 
offered at the initial stage and that its volume and structure are 
defined only by a country’s interna] needs. But as admitted by 
the American economist P. Rosenstein-Redan the existing in- 
stitutes of international and national investments give no pre- 
ference to foreign economy because they are oriented to profit 
and not the ultimate social product. The capitalist states and 
the international financial organizations, controlled by the 
Western powers, are guided less by the needs of the developing 
countries when they give aid, than by mercenary political and 
eccnomic interests. Testimony of this is the distribution of aid 
and that it is given on conditions of “maintaining stability” or 
of import purchases solely from countries offering the resour- 
ces and at prices that are usually higher than those prevailing 
in the world. According to the American economist E. Maddison, 
some three fourths of all aid was linked to purchases cf goods 
from the donor-country and this slasred the aid by apprcximate- 
ly 10-15 per cent. According to the findings of the Pearson 
commission aid with strings tied to it made up nine tenths of 
all Western goods deliveries along government channels in 1967. 
This cut down the actual value of the transferred resources by 
at least 20 per cent. 


In the mid-sixties the interest on new western loans 
averaged 3.1 per cent, on export credits — 8% and 8.5% on 


lonas. The socialist countries gave loans at an average of 2.5% 
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annual interest. The imperialist powers and international finan- 
clal organizations, under their influence, controlled the invest- 
ment of loans that the developing ccuntries received from the 
West. This represented. direct interference in domestic affairs. 


The fact that the real nature of Westerr. aid was ignored. 
ercded the value of the models with two deficits. The use of 
such models, which represent a hypothetical computation of 
economic effect, depending on the influx of ceytain amounts of 
foreign resources, as programming instruments could deceive 
the planning bodies cf the emerging states and make them think 
that aid is a panacea that will remove all difficulties in the 
process of development. As already shown, the fact that the 
bourgeois economists computed the ideal volume and conditions 
of foreign resources, does nct mean that the Western countries 
out these principles into practice. 


We shall attempt to compare some of the theoretical aspects 
of the two deficits concept with the reality in the developing 
countries. The methcd essumes that, at the final stage cf growth, 
the difference between investments and savings will not oxceed 
the influx of foreign resources. To achieve this, economy must 
activate the mechanism cf adaptation that will neutralize the 
two deficits. The efficiency of such a mechanism depends on the 
ability of a developing country to reshape its internal structure 
and on various fcreign factors. As proven by events, these coun- 
tries have te overcome considerab'e difficulties in removing 
their trade deficit. 


The mcdel with two deficits proceeds from the simplified 
ides that the import requirement at a certain period will be 
reduced to a preplanned value. In rezlity, instead of diminishing, 
the requirement grew ccnsistently because of a greater demand 
for snare parts, additional c1irment. raw materials, etc. Very 
frequently, the nature cf imported capital equipment did not 
suit the conditions in the developing countries and the remova! 
of the shortages in one sphere created even greater shortages in 
others. This increased instead of reducing the need of foreion 
resources. If the average annual growth of imvorts by the de- 


veloping countries stood at 4.4% in 1954-1965, according to 
UNCTAD forecasts, it will range from 5.3 — 6.7% in 1975. The 
emerging states, furthermore, know by experience that there 
are cons.derable difficulties in pursuing the policy of replacing 
imports. Too great an enthusiasm for this policy stimulated the 
established of small and inefficient enterprises, caused the 
underloading of capacities, reduced efficiency and raised prices. 
In the middle sixties the cost of consumer products made in 
Pakistan was 60% greater than of imported goods, raw materials 
and materials cost 87% more and means of production 77%. The 
inefficiency of its industry cost Pakistan 3.5% of its gross na- 
tional product. 


The developing countries mainly export raw materials, which 
meet With strong competition from synthetic materials as well 
as foods and beverages whose demand is not elastic. 64% of the 
1960 exports (with the excention of oil) consisted of such pro- 
ducts. There was an acute need to diversify export and restruc- 
ture it so as to sell manufactured and semi-manufactured goods, 
whose rate of export growth exceeded that of foods and raw 
materials 4-fold (?tr.) Practice has shown that the developing 
countries should combine the policy of rep'acing imports, which 
is recommended by some of the models of two def'cits with the 
policy of alJ-round stimulation of export. since this would allow 
them to make full use of the international division of labour 
and speed up industrialization. 


But this is impossible without an international trade svstem 
that would aliow the Third World covntries customs tariffs to 
defend their economy at the first stare of development. w-vld 


exclude all discrimination and liquidate obstacles to the growth 
of export. 


The Soviet Union worked hard tn esteblish such a svstem 
and was among the first to introduce advantages for exports 
from the develonine ceuntries. At the 1964 TIN Conference on 
Trade and Nevalnnment in Geneva, at the 1964 conference in 
Dethi and in Santiaco — in 1972 — the USSR and other mem- 
ber countries of the socialist commun‘ty consistently insisted 
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that all Third World countries be given most preferred nation. 
treatment. 


A. reform in the system of internaticnal economic relations 
is most urgent now that the food situation has aggravated and 
that the energy monetary crises have worsened existing diffi- 
culties. “One of the main directicns for solving these prcblems”’ 
said Foreign Minister of the USSR, Andrei Gromyko, at the 
plenary meeting of the UN General Assembly’s VIth session “is 
seen by the Soviet Union and other member countries of the 
socialist community in the consistent restructuring cf the system 
of international economic relations, which is weighed down by 
its past. The remmants of colonialism and all forms of inequal- 
ity should be purged from this system”. 


The discriminatory trade policies of the developed capitalist 
countries are an obstacle to increasing the developing countries’ 
exports. Their average annual growth rate in the sixties stood 
at only 5.9% to the 9% in the capitalist countries. According to 
some calculations the most preferred nation treatment would 
increase the profit from sugar sales by almost 900 million dollars 
and the profit from exports of other agricultural preducts by 
1.1 thousand million dollars. 


So the opportunities of compensating the foreign trade de- 
ficit of the Third World countries do not solely depend on the 
restructuring of their own economy and mobilization of internal 
resources, but also on foreign factors, chiefly the neo-colonialist 
policy of the Western powers, That is why most of the develop- 
ing countries will not be able to liquidate the deficit in the 
foreseeable future. According to UNCTAD forecasts for 1975, 
the deficit will range from 3.4 to 10 thousand million dollars. 


To a great extent the imperialist powers torpedoed the 
economic growth targets set for the Third World countries by 
the Western concents and made'ls. The contradiction stems from 
the goal pursued by the capitalist countries. On the one hand. 
they are objectively interested in the development of capitalism 
in the Asian, African and Latin American countries. The Western 
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powers give aid and export massive amounts of capital in a bid 
to give external impetus to capitalist production relations in 
these countries. On the other hand, they want to profit from 
the unequal relationships with the emerging states and to con- 
tinue exploiting the resources of the Third World. 


The economic development of the Asian, African and Latin 
American countries has showed up failure of the “big push” as 
a recipe for quick and efficient capitalist industrialization. The 
main problems in these theories — optimal distribution of 
resources, the choice of a structure and methods of prcduction 
— as well as of international specialization were deliberately 
separated from the urgent need of a basic socio-political rest~uc- 
turing of the “traditional society” and for that reason failed 
to produce the desired results. 


Regardless of the achievements of the Third World coun- 
tries, the transition to self-supporting growth was not attained 
according to these concepts. The method of giving aid and its 
structure were the chief reasons for its low efficiency. The debts 
of the developing countries grew fast and foreign aid — even if 
sufficient in size — could not solve the problem of industrializa- 
tion if it was not accompanied by radical socio-economic trans- 
rormations. 


The experience of the developing countries shows that the 
recipes of the bourgeois scientists, based on g technical and 
economic avproach to industrializaticn, do not accord with the 
actual and economic processes. The mode's of Western theorists 
mirror the limitations and lack of prospects for the capitalist 
methods of solving Third World preblems. The liquidation of 
backwardness and economic progress require other methods, 
that are canable of basically reform‘ng the socio-economic 
structure of the developing countries for the benefit of their 
masses. 
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Civ Tok MAIN FEATURES 
AND IMPERATIVES OF THE 
NEW WORLD ECONOMIC ORDER 
by 
Dr. CONSTANTIN MOISUC 


(Romenia) 


Under the circumstances of the contemporary period, when 
re olutionary processes of a particular historical importance are 
taking place especially the socialist revolutions, the revolutions 
for the national liberation and for the assertion of a full na- 
tional independence, as well as the technical — scientific re- 
volution — the present world is faced with two trends which 
are finding themselves in a tight dialectical unity: the plenary 
assertion of the nations, of the national states and of the na- 
tional economies, on the one hand; and on the other hand, the 
increase, the deenening and the diversification of the interna- 
tional interdependencies on the economic, scientific, cultural, 
political, ecologic levels a.s.o., as a consequence of the increas- 
ing participation of the states in the world exchange of values; 
of the transformation of the world economic relations into a 
progress and civilization factor. 


In this context, we wish to stress. that the world eccn my 
may and must be considered as a world system and, like any 
svstem, it has a certain structure exvressing the mutual 
relationship of the comvonents of the world econom‘c svstem, 
while the interconnection of these constituent nerts is ruled hy 
a certain order condition‘ng — in forms, methods and snetif'e 
princinles — the functionine of its constituent parts. It is obvious 
that for the develcnment of the svstem. there must be a mutual 
compatibility between the structure and the order. 


That .is why a chanze in this.order cannot he limited at the 
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alteration of some peripheric elements of the system, i.e., with- 
out determining the necessary mutations in the structure of the 
system — in the present case, in the structure of the world 
economy, that is, in the position and the level of the na- 
tional economies as basic cells of the world economy, in the kind 
and the forms of the international division of labour, in the 
world economic relations system, in the mechanisms of the world 
economy, in the international legal and institutional framework 
2.8.0. In cur opinion, the world economic order is the expression 
of the international economic, political, legal a.s.o. structures and 
of their functionality. Thus, it represents an objective reality in 
a given stage of the world community evolution, being able t> 
play, in the national and international life of peoples, an advanc- 
ed or a backward part, depending on the way in which this order 
is connected to the requirements of the historical progress. There 
is at present throughout the world a powerful movement for the 
establishment of a new international economic order. 


The establishment of a new world economic order implies — 
in our opinion — a new world political order, new rules of in- 
ternational law, international relaxation, the liquidation of the 
breeding grounds of war, the general disarmament and, first of 
all, the destruction of the nuciear arms, the international security 
of all the peoples whatever their size, their development level, 
their social order and geographic area. The world order in the 
past has evaluted under the conditions of the division of the 
world into svheres of influence and of interests of imperialist 
powers. The historical experience shows that an international 
political structure undermining the national state constitutes a 
permenent source of instability and insecurity. The movement 
for a new world order imolies the revolutionary process of as- 
sertion of the nations and states which, contrary to the theses 
of the nihilist and cosmopolite conceptions, have a growing part 
in the world political order, constituting a fundamental size of 
the world order, which is asserting itself with an avere increas- 
ing power. 


In these circumstances, the struggle for the assertion of the 
siates’ independence and sovereignty and for a many-sided co- 
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operation between them on a basis of eguality is a component 
part of the world revolutionary process and of the establishment 
of a new world economic and policical order. Tne defence and 
respecting of the states’ sovereignty represent legitimate, pro- 
gressive and revolutionary requirements of the contemporary 
epoch, 


The strategy of the social forces of the historical progress 
is enriched with new goals and means, as a consequence of the 
cbjective necessity of establishing a new world political and 
econom-c order, a better and more equitable world. It is obvious 
that the goals of the establishment of a new economic order, 
like: the abolition of underdeve'opment; the democratization of 
the international relations; the plenary assertion of all nat‘ons 
Whatever their development level, econcmi’ potentialities, sccio- 
polit'cal organization and geographical area; the removal of the 
policy of force and dictate from the relations between states and 
the establishment of equitable relations, based on the equality 
in rights and obligations; the abolition of the world division int> 
rich and poor countries; the introduction of equitable economic 
mechanisms in the relations between the states; the creation of 
an economic, political and institutional framework which could 
actually secure the right of the states to development, to the 
assimilation of the _ technical-scientific revolution fruits; 
the enrichment of the international law with new rules and 
regulations concerning the companionship cf the peoples b2sed 
on the principles of equality and mutual advantage — all these 
goals not only cannot be dissociated from the world historical 
progress, but they are also a component part of it, giving it a 
concrete, practical and fruitful area of development towards a 
better and more equitable world. Under the new conditions néw 
prospects emerge, for a revolutionary change of the society. 
One can thus see that there is a tight interdependenre between 
the historical progress on the domestic point of view and the 
historical prozress on the international one, and the motive 
powers conditioning the general historical progress are inter- 
corditioned. Our own exnerience — as well as that of other 
develoving countr‘es — and the histovical science itself, show 
that the strive towards the liquidation of underdevelopment 
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implies radical mutations in the very socio-economic structure 
ac; the developing countries. The life fully proves that the ma- 
terial, financial and human efforts have various degrees of 
efficiency as regards the socio-economic expansion and the rise 
in the living standard, depending on the social organization, the 
economic order and the domestic policy of the respective coun- 
try. The new world economic and po-itical ordex is meant to 
create prosperity conditions for all the peoples, to promote the 
liquidation of the underdevelepment, as well as the growth of 
the production fcerces in all the devcloning countries, thus direct- 
ly supporting one of the anti-imperialist, revolutionary social 
forces, represented by the recently liberated countries. The con- 
solidation of the economic independence of the developing coun- 
tries constitutes a major goal for the establishment of a new 
world economic and political order; it meets the requirements of 
the historical progress of the contemporary era, on the national 
and the international point of view. Moreover, the life has shown 
that the present world order can promete the social progress — 
on the non-capitalist way — of many developing countries. The 
socialist countries, the socialist system as a whole, constitute 
a huge force of the contemporary era, an incontestable historical 
reality. However, cn the ground of the international division of 
labour, the socialist countries participate in the world economic 
circuit in the framework of an order which was established in 
another historical period, when the world socialist system did 
not exist, their interests and their specific features being not 
organically reflected in the world order meant to serve the co- 
operation between countries with different social systems, on the 
ground of the principles of peaceful co-existence. That is why 
the new ‘world order has to be established by starting from the 
need for this order to reflect the socio-political heterogeneous- 
ness Of the contemoorary world. Of course, the new world eco- 
nomic order won’t be a socialist one, it won’t be able to meet 
all the requirements concerning the international relations which 
the socialism will include when it will be triumphant all over 
the world. It has however not to be, on the other hand. a world 
order exclusively dominated by the mechanisms of the capitalist 
eccnomy. Taking inta aecount the fact that the contemporary 
period is characterized by the stepping of new vecples towards 
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Socialism, by the coexistence of socialism, by the coexistence of 
socialist and capitalist states, the new world econcmig order is 
meant to represent — on a social point of view — a component 
part of the peaceful coexistence, a kind of a transition ordzr, 
carrying the seal of the heterogeneous and still transforming 
socie-pritical structure of the states in the contemporary world. 


In this context, there emerge mult’p'e problems concerning 
the Ways Of realization and the directions cf the accelerated 
economic growth of the developing countries, a problem of great 
interest and complexity nowadays. 


Here we note the fact that the termination of underdevelp- 
ment, of economic discrepancies, the approaching of the civiliz- 
ed lwing conditions of all the peoples renresent one of the basiv 
directions and a sign'ficant goal of the new world econcmic order. 
The termination of underdevelopment is a ccmplex prccess, that 
assumes deep reorganizations of the internal economic and 
social order, as well as of the internaticnal economies and political 
relations. The efficiency of the material and human effort divect- 
ed towards the accelerated cutrunning of the economic back- 
wardness is directly dependent cn the -cnsistent achievement of 
some radical changes in these fields. 


The establishment of a new world economic order assumes 
the reorganization of the esaisting international labour division. 
The internaticns! lahour division derends on both the econom'c 
development level and the mechanism of the international ero- 
nomic relations. The present place of the developing countries 
in the international labour division can and must be amended 
bv the development of their national e-onomies, ss well as the 
reorganization of the international labour divis’on itself. The 
present international Jabcur division is the result of a certain 
evolution, strongly influenced bv the develonment of the capital- 
ist society. The advanced capitalist countries apvly in their 
relations with the develoving countries those tvpes cf divis'on 
that based on the complementary character cf the economic 
sectors (agriculture and mining industry, on the one hand, pro- 
cessing industry, technological research and services, on the 
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other hand), while among the advanced countries the interna- 
tional labour division relies on the symmetry of the economic 
Sectors, the industrial branches and the complementarity of sub- 
branches, groups of products and their typodimens‘ons. The 
problem raised in the process of establishing a new world ecs- 
nomic order consists in attracting the developing countries to 
the new types and models of international specialization : in- 
trabranch, organological and techno'ogical. Of course, this re- 
quires efforts for the economic reorganization of the national 
economies, both of the developing countries (in the sense of their 
diversification) and the developed countries, to the effect of 
onéning their economy to the prcducts of the young industry of 
the developing countries. 


The creation of some proper mechanisms of the interna- 
tional economic relations is a principal fie'd in which one can 
and must act with a view to establish a new world economic 
order. There is a general responsibility in the creation of some 
international economic mechanisms that should serve — on 
equitable bases —- a heterogeneous world economy — from the 
point of view of the social systems, of the development levels 
and of the economic potential of the respective states. To this 
end, it is necessary, first of all, that a new internaticnal co-m- 
mercial mechanism should be built. Secondly, it is necessary 
that a new mechanism for establishing the international prices 
should be created. Thirdly, we have in view the creation of a new 
enternational monetary mechanism (system) which. serving the 
international economic exchanges, should be equally useful to 
all the countries and should funct‘on — contrary to the past — 
in favour of stimulating the economic growth of the less devel- 
oped countries. Finally, it is necessary the creation of a new 
mechanism for the international transfer of tech»ologu, that 
should ensure the developing countries’ access to the modern 
technolory without which we cannot imagine the industrializa- 
tion and the termination of discrepancies. 


In the process of establishing a new world economic order, 
it is necessary the imnrovement of the international institution- 


al framework whose evolution must be subordinated to the re- 
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quirements of strengthening the economic co-operation and 
increasing its contribution to the economic development of each 
country separately, as well as to the whole world e.onomy. The 
jmprovement of the institutional framework with a view of 
establishing a new world economic order assumes, first of all, 
the vlenary assertion of the nationai states as primary actors 
of the international law, the creators, recipients and inter- 
preters of the norms of the international law. The institutional 
framework in a new world economic order assumes, in the se- 
coud place, the promotion of a constructive activity of the inter- 
governmental economic organizations, which are required to 
offer the framework of harmonizing the interests of all con- 
cerned states. The internaticnal intergcvernmental organ zation; 
ere derived actors of the internaticnal law, they have competence 
in fields strictly delimited by the sovereign states and their 
activity can and must ke an international economic co-ordinating 
activity within the limits of the interests shcwn by the states. 


The international schemes cf c9-operation, either universal, 
or regional, ar sectorial, tend to play a growing part. Here we 
have tc underline the necessity and utility of the United Na- 
tions Crganization’s decades for development, cf its special 
schemes in the doma‘n of applying science and technology to 
development, cf utilizing labour force, of food, pcepulation ete. 
On a regional level, we mention the CM.E.A. complex Prozram 
to whose drawing up and implementation Romania participated 
and ecntinues to participate actively. At the same time, in the 
international instituticnal framework. an important part is play- 
ed by the enterprises, corporations, firms and companies with a 
productive, commercial, scientific chsracter, which obviously 
have in view to obtain some immediate material or value 
advantages. With a view to establishing a new world economic 
order. a special importance is that of the necessity of integrat- 
ing these activities in the jurisdiction of the states on whose 
territory they activate, the necessity of removing the negative 
practices and effects of the transnational companies that lead 
now to imbalances in the national economies, as well as in the 
world economy as a whole. 
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The reorganization of the legal system and the wide promo- 
tion of some new principles, norms and rules of ‘the inte:naticnal 
law represent a necessary requirement of the establishment of 
e new world economic order. This assumes the consistent promo- 
tion of the principles of international law correspond nz to be 
created. We have in view the consistent-promotion of equitable, 
democratic principles and norms in: the relations between all 
the states: the plenary assertion of every state’s right to 
existence and sovereignty; the respect for the equality in rights 
of all the states regardless of their size, economic development 
level, or their social system; the right of every state to choose 
and develop freely its political, social or economic system; non- 
interference, directly or indirectly, under no circumstances, in 
the internal affairs of any state; the acknowledgement and 
respecting of all the states’ right to economic development; 
wide and unhindered co-operation in the concerned domains, 
between all the states, without discriminations, cbstacles, or 
impediments; the respecting of the states’ permanent sovereignty 
over the natural resources and all the eccnomic activities; the 
promotion of an international system of guarantees and eco- 
nom‘c security for all states of the world as regards the success 
to modern technologies, natural resources, financial-monetary 
sources, commodity markets etc. 


One of the most important directions in the improvement 
of the international functional system ccns‘sts in the democra- 
tization of the economic life and of the international economic 
relations. At present, these are almost 150 sovereign states in 
the world. Although between these states there is no equality 
as regards their develooment level, their economic or military 
potential, they are equal from the legal point of view, and of 
the international law, The old international eccnomic and 
political: orders that passed along the historical evolution were 
characterized by the fact that a small number of states tock 
decisions in prchlems concerniny the whole world economy, all 
the states. Such practices have become anachronic in nowadays. 
All the states’ tendency of plenary assertion in the internaticnal 
life. of their participation in. the debate and adcption of decisions 
referring to their own present and future compels recognition 


over more strongly. Life illustrated, at the same time, that there 
are still multiple possibilities of deepening the process cf de- 
mocratization of the international relations. Such norms and 
rules of co-operation — as the adoption of decisions by con- 
sensus — the rotation of the countries whose representatives 
perform various leading functions in the inteznational organiza- 
tions, the equitable distribution among the member ccuntries 
of the international organizations’ head offices etc. have lately 
proved varticularly useful and efficient. 


These directions concerning the esteblishment of a new 
vorld economic and political order, can offer concrete «nd opera- 
ticnal propositions for the solution of some major and urgent. 
problems that preoccupies the mankind in the fields of under- 
develcpment, food, raw materials, world trade, monetary reform, 
improvement of the financial system with a view to terminate 
the discrepancies in the world, international transfer of techno- 
logy, reorganization on democratic bases of the internaticnal 
institutions, asserticn and actual respecting of the international 
law vrinciples by all the states, regardless their development 
level, economic power, social system-and geographical zone. 


THE MULTINATIONALS — 
EFNEMY OF INDEPENDENT ECONOMIC 
DEVELOPMENT 
by 
T. N. SIDDITANTA 
(Indic) 


I 


The events in Chile leading to the fascist coup in September 
1973 brought into sharp focus the menace of the multinational 
cornorations to national independence and sovereignty, and to 
progressive socio-economic measures in developing countries. 
Furthermore, the Chilean episode expcsed threadbare, as per- 
haps never before, the close coordinaticn, on the one hand, be- 
tween the multinationals, the US Government and the notorious 
CIA and. on the other, collusion with internal counter-revolution- 
ary forces. Since then, the US Senate itself has exposed a series 
of sordid deeds of the US multinationals as well as CIA of crude 
interference in the internal affairs of different hcst ccuntries 
to protect their vast heldings and profits. The Chilean events 
have also Iaid have the role of World Bank and the IMF as being 
too's of United States neo-colonialism. The counter-revolutionary 
subversion in Chile is not an aberraticn but constitutes a con- 
scious stratezy of the multinationals and their home states, par- 
ticularly of the US Government to meet their neo-cclonialist 
ends, to verpstuate their dcmination over the vast natural re- 
sources of the develoning countries and to destabilise such soy 
ernments who are not amenable to their neo-colonialist desiens. 
It is neither a solitary event nor first of its kind. Almost every 
major elobal cornoration contributed its share in scme part cf 
the world or other of blackmail, subversion, murder and coup. 
We might recall the coup in Iran overthrowing Dr. Mossadeg, the 
murder of Patrice Lumumba, the military coup and massacre in 
Indonesia, coups in Latin American countries, military interven- 
tion against Angola and various other overt and covert sub- 
versive acts being organised in different countries. It has been 
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the experience of the developing countries that the multination- 
als and their home states have the sole aim, not of building up 
and strengthening the economies of the newly independent coun- 
tries, but intensifying neo-colonialist penetration and exploita- 
tion and to keep these countries economically backward and 
weak subservient to imperialist economy and politically amen- 
able to neo-colonialist influence and pressures. 


It is significant, to give one example, that within two years 
of the reactionary military coup. Indonesia approved 2,828.3 
million US dollars worth of foreign investment. -To ward off 
the rush of investment from multinaticnal corporations, South 
Korea imposed a restriction on foreign investment worth less 
than 200,000 US dollars. In Chile, Uruguay, Indonesia, Bangla- 
desh with reactionary takeover, the process of de-nationalisation 
started with doors wide open to multinationals. The Gulf Oil 
Chairman, in course of his deposition before the American 
Senate Committee, described their agents in different host coun- 
tries as “door cpeners” for the multinationals. 


Almost every country, and also the UNO and its various 
agencies have woken un to the vicious nature and activities of 
the multinationa's. The overwhelming opinion is that they con- 
stitute a veritable danger to national sovereigntv and economic 
independence, and that they do not hesitate to adopt any tactics 
and method to retain their domination and to ruthlessly remove 
any otstacle in the way of their profit maximization. The devel- 
Opiny countries have had enough warnine= of the industrial and 
political activities of these giants who are mostly of US origin 
and wield enormous economic nower. Every developing country 
has its own experience of the obstructionist and subversive role 
of the multinationals who in collusion with internal reaction both 
within and outside the governments impede the progressive 
socio-economic measures and nolicies for achieving economic in- 
devendence. At the height of national liberation struggle of An- 
gola avainst the interventionists, the Gulf Oil Corporation with- 
held nayment of oil rovalty to the legitimate Government of 
Angola Jed bv MPLA. The recent thrust of the counterrevolu- 
tionary elements in collusion with external reactionary forces to 
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overthrow the Government cf Indira Gandhi was aimed at revers- 
ing the progressive policies being pursued of building up a power- 
ful state sector, of non-alignment and anti-imperialism, and 
establishing closer relationship with the Soviet Union and the 
socialist world, In India, for example, the foreign oil companies, 
Americen and British, fought all along the line against setting 
up and expasion of State sector in oil industry. In 1960, when So- 
viet Union offered crude oil and petroleum products at much 
cheaper prices than being charged by the oil multinationals, the 
latter refused to refine the crude and sell the products. They pro- 
pagated the myth that India had no oil reserves and therefore has 
to depend on the multinational oil cartels. The Nehru Govern- 
ment acted firmly and set up the State sector in oil industry 
with the help of Soviet Union and other socialist countries. And 
today the oil industry, its exploration, refining and marketing 
is almost entirely in the State sector. Similarly, the drug multi- 
nationals refused to lift the imported pharmaceutical raw 
materials through the State Trading Corpcration from socialist 
countries at one tenth of the American prices. 


It is the multinationals of US, British and FRG in the main, 
and their military industrial complex which continue to flout 
and subvert the sanctions of the United Nations against the 
racist regimes in South Africa and Zimbabwe, and illegal oc- 
cupation of Namibia. These are sanctuaries of fabulous prcfits 
by exploiting fantastically cheap African labour deprived of 
every semblance of democratic and civil liberties. In the context 
of building up military base of Diego Garcia in the Indian Ocean 
which has within its range of electronic surveillance the entire 
sea lane and the littoral states from the Subic Bay in the East 
to the Persian Gulf in the West, it should be remembered that 
direct US investments in the littoral states of the Indian Ocean 
are estimated at 10,000 miJlion dollars in 1971. The US gets 
85% of its natura] rubber and 80% of its tin from Southeast 
Asia, and from Africa 54% of manganese ore, 47% of cobalt, 
24% of chrome and 22%, of graphite. 


According to the New York Tinies report of 18 May 1976, 
US capital investments in the Republic of South Africa are now 
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estimated at 1500 million dollars. This accounts for 40 percent 
of all American investments in Africa. Beginning with 1972, US 
investments in South Africa have been growing at the rate of 
20 percent a year. About 30 American monopolies are operating 
in Namibia by basing themselves in South Africa. 


The struggle to stop arms race and for disarmament is 
essentially a struggle egainst the multinational corporations who 
dominate the armaments industry in the United States. In fact, 
fecd and armaments are two largest export earners of the USA. 
It is nct accidental that the two military aircraft manufacturers, 
Lockheed and Northrop top the bribe list of US multinaticnals. 
The multinationals control haif the world trade and the develop- 
ing countries depend on this trade for four-fifth of their export 
earnings. During 1966-70 alone, these corporations salted away 
some 11.5 billion sterling pounds from the developing countries. 
That is half as much again of all the “aid” given to the Third 
World by the developed capitalist countries over the same period. 


That the international cartels and their dominant position in 
the Third World countries is a serious threat to their independent 
economic development and one of the main obstacles to its eco- 
nomic edvance has been repeatedly stressed at the Lima meet- 
ing held in March 1976 of the UN Economic and Social Council's 
Inter-Governmental Commission on multinational corporations. 


The international conference convened by the World Peace 
Council at Toronto, Canada on 14-16 November 1976 called at- 
tention to this threat posed by the growing power of the multi- 
national corporations. 


i 


The struggle of the developing countries to regain control 
over their natural resources and to establish a new inter- 
national economic order is essentially a struggle against the pre- 
datory role and activities of the multinationals and the states 
backing them. During the last few years a series of important 
meetings of developing countries highlighted the significance 
and prospects of this struggle. 
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The Andean Pact. of 1971 between Chile, Bolivia, Equador 
and Columbia constituted an organised revolt in Latin America 
against the US. multinationals. 


The Algiers Conference of non-aligned countries in Septem- 
ber 1975 is a turning point in this worldwide struggle against 
imperialism, neo-cclonial exploitation and the plunder of multi- 
nationals. 


The Algiers Declaration on Multinational Companies’ said: 
“The heads of States dencunce before the world public the in- 
admissible policies of multinational companies, which encroach 
upon the sovereignty of deve’oping countries, and violate 
principles of non-interference and the right of nations to self- 
determination, which are the basic conditions for political, eco- 
nomic and social progress in these countries. 


“In addition, the Conference recommended a joint action of 
non-aligned countries in regard to multinational companies with- 
in the framework of a global stratezy.designed to qualitatively 
modify the system of economic and financial relations which 
Rave subordinated our countries to the industrialised countries”. 


United action of the OPEC’ above all of the Arab Oil pro- 
ducing countries in Octcber 1975 is a landmark in the struggle 
against the multinationals which dealt a telling blow on the oil 
multinationals, the notorious seven sistevs whe were so long 
plundering the oil resources of West Asia. Before this, Iraq ne- 
tionalised the oil companies in 1972. 


The changing balance of forces against imperialism, the 
increasing might and influence of the socialist world. the detente 
impesed on the cold warricrs have created a new situation 
favcurable for the develcping countries to stand determinedly 
against neo-colonialist plunders and subversion. 


The adoption of the Declaration on the establ'shment of a 
nev’ international Heoncmic Order in the teeth of violent op- 


pssition of the USA, Britain, West Germany and Japan at the 
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special session of the United Nations General Assembly held in 
April-May 1974 is the high water mark of the struggle of the 
developing countries against rapacious nature of the existing in- 
ternational economic relations suited to neo-colonialism and 
multinational depredations. 


The UN Declaration recognises “(d) the right of every 
country to adopt the economic and so-ial system that it deems 
to be the most appropriate for its own development and not to 
ke subjected to discrimination of any kind as a result; 


“(e) Pull permanent. sovereignty over its natural resource’ 
and ail economic activities. In crder to safeguard these resour- 
ces, each state is entitled to exercise effective control over them 
and their exploitation with means suitable to its own situation, 
including the right to naticnalisation or transfer of ownership 
to its nationals, this right being an expression cf the full 
permanent sovereignty of the state. No State may be subjected 
to economic, nolitical or any cther type of coercion to prevent 
the free and full exercise of this inalienable right’ 


The Dakar Conference (February 1975) of developing coun- 
tries on raw materials and the Havana Declaration on (March 
1975) reiterated the determinaticn of the developing countries 
to defeat the rieo-colonialist conspiracies and the plunder of 
multinationals. 


The developing countries with the consistent support of the 
socialist countries are battling in the UNCTAD for the last 
twelve years, the fourth session held in Nairobi in May this 
year, for evolving ccncrete measures to protect their interests. 
The imperialist countries and the multinationals will not easily 
agree to make changes in the existing pattern of international 
econemic relations and the international division of labour of 
the colonial era the detriment cf their interests. In fact, the 
USA, in particular, has made it clear that it reiects the new 
international economic order as envisaved in the UN Declaration. 
The USA refuses to acceot the sovereign right of the develop- 
ine states to nationalisation, and to become master of their 
own resources. 
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The Kissinger proposal at the Nairobi UNCTAD Conference 
is, in fact, a manifesto of neo-colonialism to perpetuate the 
domination of multinationals over the resources and economy of 
the developing countries. 


Tit 

Apologists of multinationals try to propagate the theory 
that the multinational corporations are mere economic or in- 
dustrial organisations, albeit giant, which possess vast amount 
of investible capital and control scientific and technological 
know-how. And that the developing countries who are short of 
capital and in need of technical know-how for industrial’sation 
should take advantage of the resources of these corporations in- 
stead of railing against them. 


Several myths are spread about the global corporations to 
attract the newly independent states and to tone down their 
hostility towards these corporations. 


According to one such myth, the multinationals are vehicles 
cf transfer of resources to the developing countries who suffer 
from insufficient accumulation of capital and resources. But the 
experience of developing countries has revealed the fact that 
the multinational corporations continue to fatten themselves by 
draining out resources of the former by various means so as to 
keep the develcp*ng countries backward and dependent on the 
imperialist countries. 


Against a rate of 7.1 percent return on capital in Europe, 
the U.S. multinationals realised in 1970 a rate of return of 34.7 
percent in countries of Asia and 223 percent in Africa. Fer 
every dcllar inflow in the deve'oping countries they extracted 
3.3 dollars in 1970 against 24 dollars in 1965. The late President 
Allende, speaking about Chile, said: “The companies who be- 
came proprietors of our copper — considered generously — in- 
vested more or less 15 to 18 million dollars fifty vears ago and 
they have taken away in this veriod about 4500 million dcllars.” 
He further said: “...... while threushout the world these great 
censortiums have taken an average vrofit of not more than 7 
or 9 percent, in our country and at different times these figures 
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reached an incredible profit of 60 percent, 70 percent and 199 
percent.” Industrially developed nations, according to Mexican 
economists, repatriated from developing nations profits amount- 
ing to 22 pill'on dollars during 1965-70 twice as large as their 
promised overall assistance to developing countries during the 
entire development decade 1960-70. 


Besides draining out resources by way of profits, royalties, 
technical fees etc., the Reserve Bank of India, in a study of 
foreign companies operating in India, cbserved : 


“The factor of pricing of imports al'so brings forth the 
question of overcharging the price cf machinery and mate”ials 
sold by the foreign collaborator of from sources indicated by 
him ...... There are reported to be instances where prices of 
certain materials charged by foreign collaborators were 10 to 
15 percent (and in some cases even 30 percent) higher than those 
of goods available in alternate markets. Restrictions put by the 
collaborator on the sources of supply of goods imvorted bv the 
Indian cunterpart gives the former monopolistic rights of selling 
his own products on which he can charge higher prices than 
those in other markets.” 


The other mvth neddled about is that along with the multi- 
nationals will come modern technology to the developing coun- 
tries. The research and development of technology of the multi- 
nationals are highly centralised and concentrated in a handful 
of multinationals. Besides, technology is a tool against com- 
petitors and for reaping superprofits. The ILO Director-General’s 
Report to the World Employment Conference in Geneva in June 
1976, admitted that “...... very few of the applied research and 
development activities of the multinational enterprises have been 
undertaken in the developing countries. In 1966, only 6 percent 
of the total research and develonment expenditure of American 
multinational enterprises in the manufacturing sector took place 
abroad. And of this the amount done in subsidiaries in develop- 
ing countries was negligible.’ The developing countries are used 
for dumping obsolete machineries and outdated technology, and 
harmful processes of production, particularly those creating 
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rolluticn, and that tc: at high cost, causing repeated breakdowns 
and disruption of prcduction and economy. 


For example, in India, while examining the operations of 
the. giant US multinational. IBM, the Parliamentary Committee 
observed recently that although IBM, ICL and ICIM have been 
operating in a field of highly scphisticated technology, they 
have elmost made no contribution in developing and disseminat- 
ing this technology within the country. According to the Com- 
mittee, “obsolete equipments in developed countries provide a 
very profitable source of revenues to IBM for use as rental 
machines in countries like India.” 


The Seminar on transfer of drug technclogy held recently 
in Luchnow (India) attended ty delegates from 23 developing 
countries severely criticised the multinaticnal drug ccmpanies 
for sebotag’ng the national effort of the develcping countries 
to set up their own drug industries. 


The overcha7ging of drug prices by the multinationals as- 
sumed scandalous provorticns. For example, the Swiss multi- 
naticne] Reche’s Librium was overpriced by 6478 percent whea 
scld tc a Ccelumbian subsidiary. In th's the multinationals do not 
meke any distinction between developed and developing coun- 
tries. The same Roche was used the ctker day in Britain for 
evercthargine drug prices. Tne American drug firms spend an- 
nually 1 billion dollars on advertisenebt abd orioagabda. Direct 
payments for technology made by the developing countries have 
keen estimated by the UNCTAD at 1.5 billicn US dollars. Tre 
braindrain is a reverse process of technolegy transfer to develop- 
dd canitalist countries. The UNCTAD study on “reverse transfer 
of technology’ shows that during the period 1961-72 the reverse 
transfer of technology bv means cf skilled immigration frem 
developing countries to USA, Canada and UK amounted to 50.9 
billion US dollars. As against this, not official development 
assistarice from these countries to the developing: countries 
amounted to 46 3 billion US dollars. In course of last two decades, 
India has been able to build up a vast reservoir of technical 
personnel, the third largest in the world comparing favcurably 


even with Japan, and developed a vast field of technical know- 
how almost wholly in the governmental séctor and mainly with 
the unreserved assistance of the Soviet Union and other socialist. 
countries. Out of the total expenditure on science and technology 
in India during 1973-74 of Rs. 2460.2 million, the contribution 
of the private sector which inéludes the ‘multinationals, is no‘ 

more than 10 percent. The private sector is spending nct even 
0.5 percent of their profits on research and development of 
technology: Yet another myth about multinationals is that they 
create employment opportunities in developing countries who 
suffer from chronic unemployment and underemployment. 


The recent ILO study on “The impact of multinational enter- 
prises on employment and training” although tries on tne whcle 
to show the multinationals in favourab'e light, could not hide 
some telling facts. According to the study, “in 1970, the number 
of jobs made available by multinational enterprises was estimat- 
ed at 13 or 14 millions for all market econcmy ccuntries. Of 
these 13-14 million. a bare 2 millicn were created in develoving 
countries. In propcrtion to the tctal Jabour force of developing 
countries this is okvicusly small — about 0.3 percent...” 


The basic aim of multinationals either in the developed or 
developing countr‘es is not to create more employment, but they 
move their capital and prcduction unit from one country to 
another in search of cheay labour, raw materials and lucrative 
markets tu maximise nrofits. Because of meb‘lity of capital in 
search of higher and hizher profits even whatever employment 
is created proves to be unstable and uncertain. 


While, oa the one hand, divect foreign investments have 
increased by more than 6-fo'd in H*ngkong, 17-fold in South 
Korea, 3-fcld in Melavsia, about 4-fold in Sinzaporo and 6 fold 
in Taiwan between 1987 and 1972, average hourly carnines cf 
labour say, in Hongkong and Taiwan are cne-twelfth and- one- 
eighteenth resvectively of the US wages in the same electronics 
industry. Other industries too offer the same position. Comp4r- 
ed to Japan, the wages level in South Korea is only 20 percent, 
38 ‘percent in Tailand, 42 percent in the Philippines. 
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In his speech on the occasion of receiving this year’s Nehru 
Award for international understanding in New-Delhi on 28 
April 1976, Raul Perbisch, the first Secretary-General of the 
UNCTAD, exploded the myth of the new concept that is being 
sold to the developing countries that multinational companies 
help in the process of their development. 


IV 


The unity and solidarity of the developing countries in an 
important factor in the struggle for a new international eco- 
nomic order and for internal socio-economic development in 
face of increasing hostility of the imperialist countries, especial- 
ly the USA. The latter has set before itself the scle aim of 
dividing the Third World countries and disrupting their unity. 
They acted in all possible ways to divide the developing coun- 
tries into oil-preducing and non-cil producing ccuntries and to 
isclate the cil producing countries. 

The multinationals, in the name of recycling the so-called 
petro-dollars, mounted pressure to get the enhanced revenue out 
of increased oil price back to their coffers by means of purchases 
of armaments, or by investment in the USA and other developed 
cavitalist countries, in the big monopoly concerns and in other 
direct and indirect ways. That they have been to a great extent 
successful, with exception of countries like Iraq, cannot be 
gainsaid. 

Newsweek revorted in September 1975 that 24 billion dol- 
Jars in Saudi Arabia’s five-year development plan budget will be 
for arms. The journal said that the US analvs's who have com- 
pleted a breakdown of Saudi Arabia’s 144 billion dollars vlan 
“fonnd that the biggest single item in the Saudi budget will be 
for arms”. Military imports of Iraq had already in 1975 rised 
to 4 billion dollars. Secondlv, the imnerialists are trvine in all 
pessible ways to drive a wedge wetween the developing ccun- 
tries cn the one hand. the socialist countries on the other. The 
sinister aim is to isclate the develoning countries from their 
test, ally and defender in their struggle for strengthening na- 
ticnal indenendence and sovereignty. In fact, mutual economic 
and all round cooperations among developing countries and forg- 
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ing closer relations with the Soviet Union and the socialist world 
have acquired crucial importance in the struggle for eliminating 
economic backwardness and for achieving economic independence 
against the on-slaught of neo-colonialism. 


The Dakar Conference in February 1975 spelled out in 
detail the nature of cooperation of the developing countries in 
respect of raw materials. | 


The developing countries have inherited the legacy of 
centuries of colonial rule rendering them economically weak and 
backward. The multinational corporations are trying in all con- 
ceivable ways to retain their domination over the economics of 
these countries and their natural resources. After gaining 
political independence, the stupendous problem that confronts 
the developing countries is cf rapid socio-economic development 
for the material and cultural uvliftment of the people. Thus 
the struggle for a new international economic order does not 
merely imply restructuring international economic relations but 
must imply progressive socio-economic transformations and this 
has assumed decisive importance to cut at the roots of internal 
reactionary vested interests who are instruments of neo- 
colonialist penetration and exploitations. It is the struggle for 
“economic decolonisation” to quote the words of UN Secretary- 
General. 


The Lima Declaraticn adopted by the developing countries. 
in November 1971 emphasised that “... the primary responsibil- 
ity for the economic development of the developing ccuntries 
rests upon themselves and to that end they are determined to 
make all efforts to solve their problems, to carry out the neces- 
sary reforms in their economic and social structures, to mobilize 
fully their basic resources and insure participation of their peo- 
ples in the process and the benefits of develooment. 


The Cofccyoc (Mexico) declaration of December 1974, pre- 
scribes more radical measures for internal socio-economic devel- 
opment. Thus internal developmental measures, strategy and 
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direction of development are a decisive factor for successfully, 
fighting back the menace of multinationals and counter-revolu- 
tionary subversion. The battle now keing waged by the develcp- 
in= countries is truly a second battle for independent economic 
development in the interest of millions of toiling people, but the 
battle is being waged in an international climate which is far 
more favourable than hitherto with the weakening of imperial- 
ism and with the existence of the mighty socialist world, above 
all the Soviet Union. 
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The results of the use of prices of the primary materials. 
of energy and which will affect the world capitalist equipment 
market and processing commodities: was the redistribution of 
capitalist monetary and financial resources in the interest of the 
developing countries and in. the first place oil-exporting coun- 
tries. In 1974, for example, Saudi Arabia: realized a revenue of 
about U.S. $ 25 billion, Libya’ U.S. $ 10 billion, Kuwait USS. 
$ 9.3 billion, Irag U.S. $ 7.5 billion and Algeria U.S. 4 5.5. bil- 
lion. ®. 


In fact, as a result of the rise of crude cil prices in the 
Jast part of 1974, the United States and other capitalist coun- 
tries formed a bloc and adopted effective and immediate mea- 
sures. to curb consumption, diversify geographic oil resources, 
develop other sources of energy, set up the International Energy 
Agency and divide oil exvorting countries. These measures have 
led to the freezing or semi-freezing of nominal prices. According 
to a statement made by Mr. Ahred El Ghazalv, Directer Genera!’ 
of the Algerian National Oil Company (SONATRAC), the actua! 
value of crude oil prices dropped in the period between 1974 an4 
1975 and until mid-1976 by 50%.” 
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Hence, monetary inflation plays its role in capitalist eco- 
nomy. It speeds up monopolistic accumulation and transfer of 
wealth by unequal exchange from the oil exporting countries to 
capitalist economies. Today, oil exporting countries face dif- 
ficulties in altering their oil prices while their immediate and 
future purchasing power declines. 


Therefore, this rise in cil prices and its impact on the com- 
modity processing market should be studied in a manner directly 
linked with the solutions laid down by the oil-exporting coun- 
tries to renew these financial resources and channel them to 
development purposes. 


Manufacturing cepitalist countries which rely on external 
sources for supply of energy (Japan, France and West Germany) 
carry out large-scale activities to satisfy the increasing require- 
ments of oil exporting countries of proress'ng commodities. One 
of these capitalist companies is the Japanese company which 
agreed or entered in negotiations to build an oil refinery, petro- 
chemical and mining factories, heavy mechanical structures, an 
oil and gas pive line, a factory to assemble 5,000 loading trucks 
and 5.000 engines annually in Savdi Arabia, an oil refinery, a 
cement factory and a car factory in Iran, a factory for fertiliz- 
ers and liquid-gas and oil and gas pipe-lines in Iraq as well as 
oil and gas pive-lines, power stations and others in Kuwait. 
Underway was a study on the building of such establishments 
as well as on Japan’s participation in increasing oil and vas 
production in Algeria, Syria, Jordan, Egypt and Abu Dhabi. 


Until 1975, the Jananese side opened credits amounting to 
U.S. $ 3 billion to finance these projects. A'so Japanese enter- 
prises take part in building up an Arab fleet of oil tankers. 


In 1975, 7% of the total exports of British industrv went 
to the Arab World: It used to export monthly at a rate of over 
£100 million that is at a rate of over 109% compared tn 1974, 
In some Arab countries, particularly Iraq, Oman, Abu Dhabi, 
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Dubai and the Northern Emirates, the rise in exports exceeded 
200%. This rise was not confined to the oil exporting countries 
Since its exports to this group ranged between 1/3 to Morocco 
and more than 70% to Egypt and the Sudan.®) 


French organisations such as Creusot-Loire, Alsthom, 
Framatom, Technip (engineering, oil and petrochemicals or- 
ganisation) Serte and other similar organisations implement 
different contracts in Iran and others in Iraq which include 
delivery of chemical and mineral equipment and others for the 
production of pulp, paper, ships and participation in oil pros- 
pection. 


The rise in prices of the primary sources of energy leads 
to an increase in the costs of production of equipment and pro- 
cessing’ commodities and, consequently, to a rise in the general 
level of their prices. In view of the fact that mechanical struc- 
tures consume a relatively low amount of energy, the increase 
in the prices of primary and other materials used for mechanical 
construction accomplished on this basis will stronglv affect the 
ris? in nrices Arcovdine to the estimates o* the Banque de Paris 
et des Pays-Bas, the four-fold increase of oil prices will lead to 
en increase of 180% in the prices of chemical products, 120% 
in the prices of aluminium, 60% in the prices of ferrous minerals 
and 45% in the prices of glass. 


The growth of private foreign investments in manufactur- 
ing industries tovether with the relative dec'ine in ag™icu'tural 
and mining investments is a growing trend in the exportation of 
cavital. Demand for foreign investment funds in mining end 
agriculture has decreased due to the deve'opment of synthetic 
cil fibres the srowth of agricultural productivitv in most ad- 
vanced capitalist countries, the relatively inflexible demand for 
foodstuffs, the decrease in the rate of minerals in production 
(non-ferrous minerals) and tariff barriers set bv advanced 
eanitalist comntries in the fare of primary commedity imports. 
In view of the tariffs the svstem of quotas, diverse measures 
aimed at protecting manufacturing industries in underdevelop- 
ed countries, regional commercial settlements and agreements 
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in Murope and elsewhere forced giant companies in the. United 
States to build or buy organisations for manufactured produc- 
tion abroad in order to protect traditicnal markets. As a result, 
the expansionist activities of multinational companies has af- 
fected the flow of capital cn the international level and the pro- 
duction and consumption of commodities. 


Between 1940 and 1964, direct U.S. investments in Latin 
American manufacturing industries (which absorb some 60% of 
US. investments in manufacturing industries in the total bulk 
of underdeveloped areas) rocketed from 210 million to 2340 
million dcllars, that is from 10 to 25% of its total Latin 
American assets. During the same pericd, agricultural invest- 
ments remained unchanged while mining investments doubled. 
The value of the oil financial portfolio jumped from 572 million 
dollars to 3142 million dollars. A similar trend can be noticed 
in the British investments in India, while in 1919 three-fourths 
of the direct investments were made in the extractive industries 
and one-fifth of the total was allocated to utilities and trans- 
portation, and the rest distributed between trade and the manu- 
facturing industry, we find that, in 1956, manufacturing invest- 
ments formed one third of the tota!. This development as Hamzah 
Alavi puts it represents “fa complete disparity from the old pat- 
tern of the investments portfolio’ Kemp estimates that half 
of the British direct investments abroad (except cil) were chan- 
nelled in 1956 to the manufacturing industries, a large portion 
cf which was concentrated in developed capitalist countries, 


U.S. manufacturing investments in underdeveloped coun- 
tries are basically concentrated on the producticn of consumer 
commodities, assembly. pecking and light chemical products. The 
“pattern” is recurrent to a large extent in developed capital'st 
economies with the difference that investments in industrial 
prozessing plants are more recurrent. During the years 1958 and 
1959. 105 out of 194 U.S. investment cperations in new or en- 
larged manufacturing plants in Latin America were located in 
the chemical and consumer commodity sectors, while in other 
underdeveloped regions a total of 24 out of 34 operations were 
conducted in these sectors. 
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‘When we consider the potentials of capital exportation and 
what it means to the absorption of economic surplus, we find. 
that the imperialism of the 19th century and the first half of 
the 20th century differed completely in many respects. In the 
first stage, foreign investments were directed to the production 
of primary materials and mineral ores. Countries. within the im- 
perialist capitalist orbit were only an extension of the metropolis 
economies. Capitalist agreements in overseas countries secured 
low-priced sources of productive inputs, and reduced the pro- 
duction costs of manufacturing industries located in the metro- 
polis. In comparison, local and external demand for manufactur- 
ed goods increased, which prompted the expansion of production 
and created new categories of foreign investment. 


Emphasis should be laid on the fact that while contempor- 
ary imoverialist forces continue to import numerous primary 
materials, the need for oil expands on a larger scale. Oil pro- 
duction is concentrated in the hands of a few monopolies that 
maintain static structures of prices and fail to relay to the 
consumers the effects of reduced costs of prospection, drilling 
and production. What is paid here of oil applies to other raw 
materials such as iron and copper. The proportion of importa- 
tion to production in the U.S. exceeds the pre-war rates. Manu- 
facturing. industria] investments in underdeveloped countries can 
be enlisted under either cf the following categories : 


— High tariff investments which are the most important 
of these investments in terms of volume. They represent the 
activities and initiatives made ‘by international companies to 
majntain existing export markets and transfer the investment 
snhere from the metropolis to the satellite ccuntry. But these 
absorptive spheres are not fit for expanding commodity demands 
and, consequently, do not offer growing markets to absorb the 
economic surplus, Also the notentials of undertaking other 
manufacturing investments in underdeveloped countries are in 
general confined to imnort substitution activities becanse local 
markets are stesred towards patterns of high and middle class 
consumption, which coved the patterns of developed capitalist. 
countries. The manufacturing industries export markets are in 
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a weak position because national and regional monopolies are 
protected by high tariff barriers. Besides there, are the mono- 
polistic controls perpetrated by multinational corporations over 
distribution methods in world markets. They place insurmount- 
able ckstacles before the exports of big manufacturing industries 
in satellite countries. Whereupon the U.S. showed increased in- 
terest in regional commercial groupings as the Latin American 
free trade zone and the Common Market of Central America. 
The drawing of fresh foreign capital constituted one of the 
major goals of the Middle American Common Market during its 
formation period, that is from 1958 to 1962. Yet two obstacles 
impede the augmentation of regional trade agreements in eco- 
nomically underdeveloped countries :“ 


A) Local monopolies (of low productivity) wage an 
adamant struggle to maintain their distinctive positions in the 
market contrary to the status of giant and integrated European 
monopolies and cartels which crystallized the European Common 
Market. 


B) New preferential trade zones are so limited that they 
are incapable of effectively competing for example with the 
Pound Sterling Zone or the European Economic Group. 


— We have to take mto.account the opportunties offered by 
other developed economies to manufacturing investments : 


We have noted during the past few years the channelling 
of the large bulk of U.S. industrial manufacturing investments 
to Europe and Canada. Also U.S. companies were compelled to 
penetrate productive lines competing with American exports. 
Hence, we can compare the impact of British investments on the 
reconstruction of Eurove following the First World War with 
the flow of American capital into other developed capitalist 
countries. 


An excellent explanation is given by a study on the impact 
of 112 branches of British companies on British exports. It shows 


that 5.6 per cent of the spheres of channelling these companies’ 
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capital had expanded to include British capital goods. Invest- 
ments made in distribution organizations, particularly those set 
up to expand sales abroad; provide a chance for gq tangible in- 
crease in commodity exports. 


Such an analysis leads us to propose that the surplus ab- 
sorptive capacity in both developed and underdeveloped coun- 
tries — and at the same time in traditional and relatively new 
branches — will be determined in future by the substitution: 
demand, with a modest flow cf new investments necessary to 
maintain the pace of increased inputs abroad.“ 


Investment Transfers 
In this field we notice : 


On one hand, increasing rejection by multinational corpora- 
tions to exploit mines in underdeveloped countries, met in the 
meantime with the transfer of investments to such countries as 
Australia, South Africa and Brazil. 


On the other hand, channelling of investments to the min- 
ing sector of developed capitalist countries. To this will be added 
in the near future the development of sea-based industries as 
forecast by the International Conference on the Law of the Sea. 
which met recently in New York.” 


The aggregate production structure differs from one coun- 
try to the other and is determined in each by the constituents 
of the economic structure and the impact of the adopted eco- 
nomic policy. The discovery and enhanced exploitation of oil in 
Libya has raised the qualitative weight of the extractive industry 
(including power generation) from 8 per cent in 1959 to 62 per 
cent in 1968 while the qucta of agriculture dropped during the 
same period from 26 per cent to.3 per cent. 


Libya turned from a colonial exporter of agricultural and 
animal products into an importer of these products, and specializ- 


ed in-the exportation of crude minerals (crude oil). Petroleum 


exports (crude and derivatives) constituted 99,76 per cent cf its 
dgeregate exports in 1967.°* In view of the nature of crude 
minerals the petroleum industry’s share dropped from 12 per 
cent in 1959 to 2 per cent in 1968.“ 


On studying the impact of changes in the qualitative weight 
of the various branches on the aggregate output of the manu- 
facturing industry in the developing countries as a whole, we 
notice from the start a growth in the quota of chemical industry 
and manufactured minerals in the first degree (according to the 
following consecutive ratios: from 6, 10, 7, 9 per cent in 1938 
to 2, 14, 9, 16 per cent in 1968) while the share of the food in- 
dustry dropped from 8,27 per cent to 1,25 per cent) and the 
textile industry from 6,18 per cent to 6,12 per cent.“ 


Crisis intensification, Internationalization and New Transfer 


The internationalization of the production prccess, its reno- 
vation and emphasis of its general social character, are subject 
to the law of balanced development as well as constantly merge 
the economies of the capitalist world growing within the in- 
ternational cavitalist market. One of the reasons for the 
exacerbation of the erisis of capitalism is the intensified finan- 
cial merger of capitalism (industrial banking) with the state 
machinery in the capitalist centres. This trend, rather than 
weakening, is constantly strengthening, which is a main feature 
of development clearly felt when dealing with an ‘ssue such as 
the International Energy Agency, or when discussing a question 
of destiny, such as the Euro-Arab dialogue and its consequences, 
as regards the exploited national industrial: and development 
policy, or the industrial and economic merger among parts ct 
the Arab homeland. Actually, we are facing an inte~lccked in- 
tervention of the aforementioned capitalist interests and their 
national states. 

The antagonistic dialectical relationship between the eco- 
nomie nhenomena of the canitalist metronolis and the various 
countries, seems to us more prominent and ‘crucial’, than it wes 
between the two World Wars. The averavating general crisis 
Of capitalism as an economic and social bloc, would probably 
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explain the emergence of the crucial character of the foremen- 
tioned relationship in the antagonistic pattern. Similarly, this 
prominence explains in turn. the exacerbation of the crisis as it 
intensifies it. Thus, while the international capitalist economy 
is undergoing an existentialist crisis (borrowing here this con- 
cept from philosophy), the economic research worker in the 
Arab world and in all other Third World countries, cannct af- 
ford to disregard an actual reality. 


The fact is that development underway in the metropolis 
or the various centres of capitalism, enters into a clcse dialectical 
relationship with the economic policies consciously programmed 
or objectively executed in the Arab countries and all backward 
countries. 


The economic research workers, while doing this, also note 
the economic crisis which shook, if not undermined the European 
Common Market countries, the United States or Japan, is to be 
explained over the years, as. it is dialectically explained by the 
economic and development policy of cil, Arab and other countries 
of Asia, Africa and Latin Ameyice. By the same token, we ds 
not disregard, either, the internal factors ‘feeding’ and intensify- 
ing the crisis in the capitalist metropolis countries. Capital'st 
concerns and their countries note the aspirations of the peoples 
which won their political independence, for the industrialization 
and modernization of their economies aiming at social, materia’ 
and cultural progress. The capitalist circles also record an im- 
portant phenomenon, namely, thet these aspirations are translat- 
ed in an increasing number of underdeveloped countries as well 
as in most Third World countries, into a firm political will, even 
into tangible action, increasingly intensifying and becoming a 
steady course. On the other hand, the exacerbaticn of the capitsl- 
ist crisis in Western Eurcpe and Japan as well as in the in- 
dustrialized capitalist world in general, attract larger numbers 
of the masses than ever before, to the anti-monopolistic de- 
mands struggle. All this, leads to stronger tendency towards ex- 
panding the capital cycle outside the financial centre and towards 
the internaticnalization of national monopolistic companies in 
the rival capitalist centres, particularly companies in West Euro- 
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pean countries. Meanwhile, the capitalist crisis of cheap energy, 
gradually presses for the transfer of basic refining industries 
and petrochemical production all processing industries, to the 
oil exporting countries where raw material and idle cap.tal are 
available. Yet, we point cut the purport of transfer here, by this, 
We mean the relatively partial transfer of future and potential 
ventures. 


Many of the problems in the developing countries are the 
result of the policy of imperialism and local reactionary forces 
Which attempt with all means to hinder the youthful countries 
from gaining economic independence. Thus, imperialism tries to 
distort the industrialization process in the developing countries 
by a series of economic and non-economic means in a bid to 
keep the process a scope, and give it forms which could only 
accord with the interests of imperialist expansion. This further 
complicates the process of industrialization of the developing 
countries. 


The reversal of the economic policy towards opening doors 
for foreign private investments to play the role of industrial 
broker at the regional level, constitutes a political incentive as 
much as it is an impetus for transferring some non-oil industries 
directly towards other countries lacking an oil ‘function’. A 
very significant example for this is presented by automobile in- 
dustry. This industry was severely affected by the rise in prices 
of crude oil in 1973, because American and other Western and 
Japanese companies loaded the brunt of this rise on the econo- 
mies of the oil importing capitalist countries and their oil con- 
suming masses. This industry was also affected by the capitalist 
economic crisis which started in 1969 and is still severe. Con- 
sequently, companies in automobile industries rushed to several 
Arab countries to establish automobile assembling factories. 
Thus the French Peugeot firm concluded an agreement in the 
summer of 1975 for setting up an assembling factory in Syria 
with an annual production capacity of 10,000 units for the 504 
and 104 models. This French firm faced the competition of 
several other firms, particularly, General Motors, Volkswagen, 
and Chrysler (British branch). Though financial difficulties 
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were behind the French firm’s expansion at this period of eco- 
nomic crisis, through the acquisition of the Syrian market 
which is small, the target was much more important in Egypt. 
Major companies producing automobiles and spare parts in the 
United States competed for this market where seven of them 
extended competing offers to the Egyptian government in 
April, 1975. On top of these American firms were General Mo- 
tors, Ford, and International and Harvester, all of which was 
after the invasion and domination of Egyptian and Arab markets. 
Probably, there is here a more significantly important consi- 
deration than the market, by which we mean that the offers 
extended to Hgypt aim at establishing joint ventures ketween 
local ecncerns and these American firms. 


We notice that industrial transfer is still at the assembling 
phase, or it does not include any renovation in industrial value. 
However, the capitalist crisis due to the eclipse of cheap energy, 
presses capitalism towards a flight forward by making crucial 
transformations in the structure of the industrial capital, me- 
ckanization of production and location of its various phases on 
the international scene. Thus, the crisis of cheap energy pres- 
sures towards finding’ new sources of energy and new patterns 
of consuming these sources, partially at least. 


In this perspective, it becomes imperative to revolutionize 
automobile models and the industry producing it turned from 
one of strategic and vanguard industries in the capitalist body, 
and in its head specifically (or in the industrial country), into 
a “secondary” industry in strategic and technological terms. 
Factories making automobiles spread in several under-develop- 
ed countries in attendance of the age of the automobiles using 
new energies, 


This may be true on the long range, but on the medium 
range, the “central” capitalism in its various metropolis resort 
to a transfer formula known as the secondary processing in- 
dustry or subcontracting. 
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Th. ole of Subsentracting in Industrial Deveicpment 


Subcontracting Contracts and their role ‘n Industrial De- 
velopment 


In a number of underdeveloped countries, such as India, 
one of the main objectives of the subcontracting policy of the 
government, was the establishment of small modern industries, 
particularly these capable of handling a specialized activity. 
Meanwhile, in other countries subcontracting spread and flourish- 
ed accompanied by the development of automcbile, machinery 
and appliance industries with a trend towards expanding the 
participation of national organisations in the production cf these 
commodities. There was another objective, that is boosting em- 
ployment through expansion in subcontracting, either between 
national and‘or foreign owned industries producing for the 
local market, or wherever vossible, between such industries as 
producer for a semi-regional market, or even a large internation. 
al market. 


However, it is inevitable here to raise two essential ques- 
tions, the first is related to the development of the industries 
of assembling smail passenger cars in terms of their necessity 
and their requirements of spare parts and constantly imported 
intermediate materials and at increasingly high prices — as a 
channel for facilitating and justifying unequitable exchange. 
The second, in fact, is not senarated from the first and is strcng- 
ly relevant to the exploitation of local labour force and the rate 
of slicing surplus value from its work. 


Difficulties faced all attempts to convince foreign indusiria' 
companies which set up bases in developing countries to give 
further subcontracting contracts to Jocal industrial interests in 
order to produce passenger cars, appliances, machines and elec- 
tronic equipment. 


Huge industrial concerns persisted for diverse reasons in main- 
taining that small local factcries were incavable of producing 


the required quality : The issue of price was also fraught with 


significance. For example, the use cf locally manufactured parts 
in assemblying trucks in a certain country has led to 4 rise in 
the prices of ready-made cars which exceed by far the price 
hikes of imported trucks. 


The relative weakness of subcontracting ccntracits in © 
number of countries was mainly due to their lack of intormaticn 
on available means and resources of prospective and potential 
agents. This situation existed in a somewhat lesser degree in 
industrial countries. However, it is generally agreed that en- 
gineering industries have provided the best possibilities for sub- 
contracting though it is not by necessity confined to these in- 
dustries. This is noticed in East Asia and Japan where cheap 
labour force and moderate profits of. small. agent factories are 
exploited. In Africa, where this kind of industrial relations 1s 
rare, we find it tangibly applied in industries no requiring 
specialized ability which is soundly apprepriated to subcontract- 
ing in the exportation oriented texitle industry.°® 


Patterns of authorized or entitled subcontracting contracts 


Experts cf UNDO-and of the UN Economic Cooperation and 
Development Organization have distinguished three ‘main forms 
of formulae of authorized or entitled subcontracting contracts 
namely‘? « 


—. The economic form of entitled or authorized subcon- 
tracting contraét which aims at saving costs. 

— The specialized form of authorized subcontracting 
contract. 


— The form linked with the use of an. external production 
capacity. 


The first economically oriented form aims at reducing cost 
and, subsequently, increasing the total profit rate. The second 
specialized form often provides for a steady and long relation- 
ship between big and small organizations. 
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On the contrary, the form linked with productive capacity 
though of fleeting short duration may at times bring high rro- 
fits to small factcries. UNIDO investigations have proved that 
many of these contracts in Western Europe rather belong to the 
last two patterns and are not purely economical, based on saving 
costs. 


Since the basic condition required in any productive en- 
deavour is economical, the first pattern cr form has been 
excluded and the next two patterns were authorized for sub- 
contracting contracts — namely the specialized and the one 
using external productive capacity. As to the criterion applied 
when handling this kind of industrial prcduction, big U.S. con- 
cerns depend on capital returns instead of pure comparison 
among production costs. But it is believed that relatively low 
costs and the minimum profit rate of small concerns render this: 
pattern economical in other countries than the U.S. 


It may be useful to distinguish several patterns of authoriz- 
ed subcontracting despite the fact that they are somewhat in- 
terlocked. Experts of UNIDO and Economic Cooperation and 
Development Organization are of the opinion that “in developing 
countries subcontracting authorization must basically assume a 
form capable of resulting in a relatively stable and nct fleeting 
relationship between big and small industries, emanating from 
the markets’ special conditions which may change suddenly and 
rapidly. Sub-contracting authorization in developing countries, 
in particular, tends to rely on such temporary conditions which 
gave rise to a feeling of insecurity among small concerns taking 
part in it. Hence special attention must be given to promote a 
specialized kind of sub-contracting authorization which, if pro- 
vided with suitable doses of technical proficiency and mutual 
confidence, would lead to a more durable and stable relationship 
among big and small industries, and would radically contribute 
to industrial development. At the same time, I wish to state that 
subcontracting began by using other productive capacities on 2 
temporary basis then developed into a specialized more durable 
kind. “®) 


These trends actually exist in such countries as Tunisia, but 
they believe in the theory of the domination of major industrial 
concerns — even multinational companies — over small in- 
dustries which constitute by their very function a means for 
renewing economic dependence, direct vertical integration in the 
central imperialist country and increasing dependence. 


We are not here speculating or reminiscing but we are faced 
with a phenomenon whese growth is recorded in condominium 
countries such as Brazil, Spain, Iran, industrial islands plented 
by American and Japanese interests in the Caribbean regicn, ani 
in east and south east Asia.“ 


Guarantees of Dependence and Integration 
in industrial Transfer 


Industrialization is translated from the pattern following 
the law of the irregular development of capitalism at the in- 
ternational level whether in terms of distribution cr dissemina- 
tion in the various geographical regions or in its different 
transfer degrees. It explains why autcmobile producing com- 
panies choose backward countries to set up assembly industries 
and why they select a limited number of cther dependent back- 
ward countries to set 100 or 80 per cent local productive in- 
dustries. However most cof the popular formulas in this sphere 
are those of assembly and secondary partial processing: The 
latter is an application of the international capitalist strategy 
in spreading production operations horizontally in numerous 
countries after vertically dividing these cperations. All this. is 
based on dissection of the regional area in small weak provinces 
whether in Asia, Africa or Latin America, 


But in view of the need of modern capital and industry for 
circulation in wide regional economie orbits, industrial dissemina- 
ton is accomplished in several countries brought together in 
keeping with the interests of the cireuldted monopolisti¢ capital 
and its strategic industrial and marketing outlook. 
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In fact, capitalist interests and countries ‘hold a number of 
trump cards. inherited from colonial history. 


A. group of -mostly microscopic states (as termed by one 
politician) emerged from this history. Their eccnomies were 
primary in nature, strongly oriented externally and integrated 
horizontaliy or vertically with imperialist capitalist centres. 
These microscopic states are used as a trump card since they 
make room. for industrial manoeuvering and capitalist interests 
whether conflicting, internaticnalised or seeking internationalise- 
tion, that-is these who became or wish to become multinational. 


This is because these states moe — and this is the f'eld for 
manoeuvering — from extraction pockets to pockets of primar, 
or marginal industrial assembling or to the reduction of 
‘trunal’ commodities from the strategical point of view such as 
the clothes industry and finally the partial secondary processi::4 
industry which we have formally referred tc. 


1. The main chain in the imperialist industrial strategy 7: 
spreading industrial and technological industries in a large an 
mereasing number of capitalist and bacl:ward countries alike 
provided that capitalist interests ensure the dependence of each 
chain of the one petrochemical or mechanical engineering series 
on the other chains and the imperialist centres. 


This leads us to the second basic chain, nameh , setting up 
new channeis for closed monopolistic trade, doubting these chan- 
nels and extending them in a special. and renewed manner to new 
branches of industry, namely manufacturing industries or end 
product industries. This chain which is no less important than 
the previous one because it completes it and therefore defines 
the new industrial strategy. 


Trnds‘to extend the closed trade channels in manufacturing 
industries exploit the economic weakness of backward countries, 
‘such as the Arab countries. The cbjective of these trends is to 
meet the demands of-exnansicnist capitalist internationalisation. 
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We should like to warn here against a theoretical tascina- 
tion which is dangerous and harmful as much as it is wrong 
and scientifically groundless. The goal of this slide is the shrink- 
ing of any industrialisaticn policy adopted in a backward coun- 
try and unjustly subjecting it to the new imperialist strategy 
for transferring industries, We have to witness industrial sation 
prospects aimed at advancing a development based on national 
sovereignty. 


In other terms, we believe in cbhject ve differentiation at the 
theoretical level between the stage of industrial transition of a 
free dynamic and transitional nature which reviews through its. 
continuous vitality the capitalist integration that is in the dé- 
pendent pattern. It is not our intention to stumble or to stride 
into the transition of a straight line free of difficulties or the 
hazards of the rigidity of the industrial development plan. 
Transition is a complicated course full of ups and downs. We 
cannot underestimate the dialectical inter-relation between the 
internal and externa! factors and between economic and political 
factors. 


The denth we have reached so far in our analysis entitles 
us to tackle three levels where international capital can control 
the transfer of industries, renew expertize in the process, and 
integrate local economy in the econcmies of its centres and 
meircpolis : 


1. Structural or permanent facioers influencing industrial 
transfer 


These factors, no doubt, influence the transfer direction of 
a number of industries notably the low monopolistic profit rate 
and the internal crisis of central capital, that is mm the centres 
of capitalism. This crisis is fed and exacerbated by capital 
merger among’ several regions (whether on a. unilateral level as 
the European Common Market cr bilateral as that of Europe and 
America) and multi-national compet'tive internationalizaticn. 
There is also the traditional gravitaticnal force represented in 
specific factors like profitable preducticn factors as defined by 
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the capitalist concept, such as cheap labour force, or industrial 
primary materials or energy producing materials. The geographic 
location represents another impcrtant factor from the strategic 
viewpoint for the setting up of industries in numercus countries 
and for invading markets. 


2. Circumstantial fuctors related to the crisis 


Certain considerations are known to the research worker 
such as taxation and financial privileges and guarantees. We 
mean by this the repercussions evcked by the international 
capital crisis and the present capitalist condition and its im- 
paction realizing the industrial transfer phenomenon. As we 
Seek to feel the impact of the external industrial crisis and get 
acquainted with its reflections on transferred patterns of in- 
dustry and the manner of transfer, we find that capitalists 
answer the crisis in a contradictory way by their decision to 
deepen multinational industrial transformation in the capitalist 
world. On one hand, they express strong reservations and fears 
over the transfer of some industries to underdeveloped countries 
(but in our opinion such a trend is usually temporary and of 
short duration), while, on the cther hand, financiers and capital- 
ist decision makers show a contrary tendency by encouraging 
the transfer of increasing industries to underdeveloped and 
advanced countries. This tendency evidently includes a long 
range trend, particularly since it interprets the requirements of 
internationalization and external expansion. 


In fact, the energy crisis is a crisis of cheap energy to 
capitalism on the international level resulting from the increas- 
ed share of OPEC countries in the mining output. It is an ex- 
tractive output that does not include the huge added value 
realized by oil processing. It is also a crisis of production sur- 
plus periodically evident in capitalist industries, particularly the 
petrochemical and steel industries. These numerous indirations 
cf the crisis are obiective incentives but not the only incentives 
for transferring hydrocarbonic or iron ore, based industries to 
dependent countries. The aforementioned incentives push the 
industries whose end product consumption depends on oil energy 
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to the ‘trivial’ or secondary group of industries as is the case 
in the future of the automobile industry in Japan. 


Which monopolistic capitalism chooses more willingly and 
rapidly to transfer a number of industries to the “peripheral 
ocean” or to underdeveloped dependent countries? 


We tend to believe at first that secondary capitalism par- 
ticularly those of West Europe and Japan set an example to 
American capitalism especially in petrochemical industries, au- 
tomobile production industry and the partial secondary process- 
ing industry or that which continually generates vertical in- 
tegration from the dependent pattern. This, in our view, applies 
to many countries in the Arab world, the Mediterranean basin 
and the Arab Gulf. The situation is different in Latin America 
where direct American domination and multinational American 
internationalization (particularly on the basis of joint ventures) 
has led to the early emergence of numerous manufacturing in- 
dustries from the dependent pattern. 


However, latest developments indicate that American and 
West European companies endeavour to channel certain invest- 
ments to other capitalist countries particularly if cost levels 
there are similar to those in underdeveloped countries. This 
confirms the impact of the law of the irregular development of 
capitalism on several regional levels and brings us back to se- 
condery capitalist initiatives in the transfer of industries. We 
support our analysis in this respect by the example of the 
Chemical branch of the Charbonnage Compagnie de France which 
is a state owned French Company. It entered in a joint venture 
whose interests coincide with those of Qatar to set up 2 com- 
pound for the production of ‘trivial’ petrochemicals in Qatar, 
particularly ethylene and polyethylene. It also coincides with 
ancther compound belonging to the Mixed French-Qatari Com- 
pany set up on another Coast in French Dunbisk on the Atlantic. 
Isn’t this an advanced application of the aforementioned law to 
the process of’ industrial transfer reearded not in a geographic 
or regional light but economically and sectorially when compar- 
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ing the industry of the petrockemical branch with other in-. 
dustries of the internaticnal canitalist economy Such develop- 
ment incorporated in the phenomenon of internationalization 
supports our view on the process of industrial transfer whose 
acceleration has become a tangible reality. 


1. First level of industrial transfer renewing industrial 
integration and dependence. 


In our opinicn, the tool cf industrial domination and de- 
pendent capitalist integration is the organic partnership between 
internationalized capital interests and local interests. In some 
countries, these local interests may belong to private capital and 
in other underdeveloped countries, they may belong to state or 
public sector capital. It is difficult in countries such as the Gulf 
emirates and kingdoms to differentiate between local private 
interests and the local public sector. However, the formula of 
partnership is increasingly and confidently adopted as a favour- 
able medium for capitalist expansion instead of the well known 
traditional formula — namely the purely foreign private in- 
vestment. This transformation is as much linked with the general 
capitalist crisis. its economic and financial aspects, and techno- 
logv in canitalist. societies as it is linked with its legal, economic, 
political and taxation aspects in freedom-seeking underdevelop- 
ed countries, 


Pel-cy cf Joint Projects in Egypt. 


In Egypt, projects are set up in conjunction with the local 
public or private sectors without the law imposing any specific 
vercentage of local partnership. Purely foreign projects are 
allowed in special cases such as the setting up of a branch for 
a bank set up abroad and which taking part in strictly foreign 
currency operaticns. But financial organisations such 2s invest- 
ment companies and banks, and insurance companies which wish 
to undertake-operations in foreign currency are obliged to set up 
joint companies where Egyptian local capital gets a share of not 
less than 51%. Since invested capital takes the form of part- 


— 199 — 


nership with the Egyptian public or private capital ratified pro- 
jects are run by a joint management. 


Settlements of this kind may be contractual or based on 
partnership snares. 


Free Zones: 


The new law of investment provides incentives for investors 
wishing to carry out activities under the free zone syttem which 
totally exempts for an unspecified period all activities, and pro- 
jects within its domain from control regulations and all public 
taxation laws. Instead of local taxes these projects are subject 
to an annual percentage taxation levied on imports or exports 
or to an annual tax not exceeding 3% of the added value of the 
projects. 


Imports to exports from these zones are neither subject to 
any import or export restricticns nor customs duties or other. 
taxes. Guarantees against the nationalization cf projects and 
confiscation of financial assets are expanded to include free- 
zone projects. 


The re-exportation of capital and profits is done freely and 
at any time. 


2. Second level of industrial transfer renewing industrial 
»miegration and dependence. 


The kev question on this level is transfer throuzh breaking 
the industrial chain and carrying out a field-scattering cf its 
rings. In other words. transfer is conducted on the basis of dis- 
tributing the production cperation among several regions. The 
practices of industrial propagation are currently conducted in a 
four pattern manner : 


2.1 Industries traditionally transferred to the Third World 
as the textile, clothing and final assembly industries as is the 
casc in Tunis'a, South Korea, Hong Kong and Taiwan: 
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2.2 Industries that represent a series of isolated technology 
that merges vertically with the capitalist metropolis as the 
partial processing industries (production cf some spare parts 
through contracting). 


2.3 Industries confined to down stream operations or 
peripheral transformation like total refining, liquefaction of na- 
tural gas, chemical fertilizers, basic petrochemicals in the Carib- 
bean Sea and the Arab Gulf, purification of aluminium mineral 
in Bahrain, and production of steel and iron in Saudi Arabia. 


2.4 Industries confined to source operations that is the 
final or post industrial transformation such as car assembling 
in Egypt, chemical or post chemical transformation of inter- 
mediate or final petrochemical industries in most non-oil coun- 
tries. We can add to these a fifth group of industries expected 
to be included in this pattern, namely those which seem to us 
to be regarded in the long run as trivial or absolute, which may 
be the case in the production of automobiles operating’ by petrol- 
eum exhausts. 


3. Third level of transfer renewing industrial 
integration and dependence. 


Contrary to transfer through the technological breaking of 
the industrial production process, dependence in this level is 
continually generated and capitalist integration is accordingly 
renewed by breaking and propagating the exchange and con- 
sumption process in numerous countries and regions. 


As we raise this assumption we necessarily link it with the 
increase currently underway in the closed trade channels in the 
monopolistic pattern. This increase is necessary to complete the 
circulation and expansion of these channels to include numerous 
branches for industrial transformation and international capital- 
ist activity after they were usually confined to mining and 
tropical colonial agriculture. 


The transfer of industries in a neo-colonialist manner is 
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usually effected through speculation on individual integration in 
the dominant capitalist economy. This certainly applies to the 
situation in the Arab region so far. In cther words, the mobility 
of industrial transfer from the dependent pattern contradicts : 


3.1 Renewal of cohesion and integration among the dif- 
ferent sectors of the financial economy where to these industries 
are transferred. 


3.2 Realization or renewal cf integration among countries 
in the same area or among many regicns, particularly if such 
horizontal integration rejects and is hostile to capitalism. 


However, the experiment of many neighbouring countries in 
Latin America and Africa in the field of regional economic in- 
tegration reveals its controversial nature. Dominant capitalist 
centres have been able to accent regional blocs of a horizontal 
pattern and sometimes entrusted to them the planting of some of 
their industries when they sensed a chance for bigger profits, 
while taking advantage of their progress over small ccuntries in 
securing high reserve funds and ccordinating regional factors of 
producticn, that which enhances the profitability of such in- 
dustries. 


We come next to two major problems in studying the trans- 
fer of dependent industries : 


a) The internal condition for determining cohesion and 
merger between each of the local economic sectors, facing the 
new directions of neo-colonialism as regards the transfer of 
some industries to an underdeveloped country in a subordinate 
way : 


atts utes “The reconstruction of the national economic struc- 
ture of the developing countries and the establishment of a 
larger internal market evently distributed according to potential- 
ities available in the course of reconstruction can only rely on 
the comnlete evolution of international economic exchanges. This 
is considered of paramount importance in order to reduce the 
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restrictions related to importation and in view of increasing. the 
capacity of these countries to take advantage of the word market 
potentials.” 


As duly pointed out in the records of UNCTAD, the export 
of finished products stands in the way of industrial development 
in developing countries by restricting it within the circle of their 
Iccal markets. That is how a vicious circle is created where 
limited internal marketing does lead to an increase in market 
costs which, in turn, cause the re-exportation of such commo- 
dities to foreign markets.” 


It is possible to divide all kinds of raw minerals from the 
point of view of their practical utility in industrializing develop- 
ing countries — into three main groups: 


First group of Taw minerals : precious gems, radiative and 
rare metals, also heavy non ferrous meta's such as lead, zinc 
and tin. They supply the country with the foreign currency 
needed at a certain stage of economic development. They are 
also used in extremely limited quantities in gem industry, 
electrical engineering and metal ingots. 


Yet within a limited marketing range, these materials are 
not likely to be handled on a wide scale. So it is not possible 
to manufacture machines and tools from such materials and they 
cannot be utilized in construction. 


Hence these connot be considered as a source for accumula- 
tion in c valuable form at the expense of the external market. 


— Second group of raw minerals: construction material 
(such as iron, aluminium and copper to a certain extent). These 
materials may be used on the whole as a source of foreign cur- 
rency and as a physical basis for modern industries and trans- 
port as well as for building materials (iron and aluminium). 


— Third growp of raw minerals : fuel and energy ma- 
terials (coal — oil — gas) they are used as a source of foreign 
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currency accumulation (in case of their exportaticn) and as 
raw materials necessary for chemistry purposes, and above all 
for the improvement of agriculture and the development of light 
industry. 


“From the practical viewpoint, only a small number among 
the largest developing countries, such as India and Brazil, seem 
to be actually in a position to erect the main structure for 
mecdern heavy industry in such a way as to obtain therefrom the 
economic effect hoped fcr. Concezvning the small ccuntries, the 
execution of projects for heavy industry is linked largely to the 
extent of cooperation within the main geogranhical spheres and 
also between the various zones. It is possible to execute projects 
on a compound basis by relying on metallization units fcr a 
number of countries, for example the metallization zcnes in 
Katanga in Zaire, and the Copper Belt in Zambia. Such a pro- 
gramme for cverall development could be wholly realized on a 
complementary basis through the case of the state only. This 
is because it is highly dcubtful that foreign quarters exploiting 
the natural resources of underdeveloned countries will ever take 
such a step. 


To rich countries, particularly the smaller ones, integration 
inside the main and subsidiary geographic area is extremely 
imnortent when identifying the supplementary structure of its 
future industry. It is also of extreme importance in identifying 
the trends of resultant production branches with respect to 
world, regional or local markets. 


Economic cooperation among developing countries must in- 
fluence tts role in the international division of labour. 


The formation of industrial compounds on regional basis 
can be cons'dered either a arouping of consecutive stages of pro- 
cess'ng (starting from raw material to final product) or the pro- 
duction of dinerse nroducts based on one kind of raw materia’s 
or on technolovical basis. Industrial compounds belongine to the 
first group include a number of projects existing in some coun- 
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tries of the area specialized in producing semi-manufactured, 
products return to the main project which processes them into 
finished products. It is preferable that industrial compound he 
formed of the second group either in places where mineral re- 
sources are extracted or on the basis of relying on large units 
for power generation. It is natural that this form of economic 
cooperaticn should necessitate a relatively high standard for 
the development of production forces. Consequently, plans are 
drawn up in developing countries at present for simple coopera- 
tion in a bid to set up the more important branches of industry. 


Integration in the field of the aluminium industry coul 
have possibly given Latin American countries a surplus worth 
of 57 million dollars annually, according to UNCTAD estimates. 


According to major technical and economic indicators a pro- 
ject has a favourable productive canacity if it preduces 609 009 
units annually of passenger cars and 100,000 to 150,000 units 
of trucks and tractors. 


It is natural, therefore, that such huge industrial enterprises 
should require a large market to facilitate the disposal of pro- 
ducts and it is this that developing countries practically lack. 
It can be said that the total sale of cars and trucks in all Latin 
American countries in 1967 did nct exceed 650,000 units, while 
the favourable velume of a passenger car production project 
alone, as We have said, amounts to 600,0000. Similar trends are 
noticed in other continents in the case of other commodities. 


Hence the market problem constitutes a strong obstacle to 
the process of expansion through setting wp large-size, hgh 
productivity modern ‘ndustrial projects. 


Other problems also emerge. It is known that production 
concentration leads to the increase of labour productwuty. For 
example, an increase in the actual volume of blast furnace from 
1533 to 2200 cubic meters leads to a guaranteed increase in 
melted cast iron from 5.99 thousand tons to 12.5 thousands tons 
annually (that is 2.1 fold) per worker. 
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A new kind of economic cooperation emerged among devel- 
oping couniries in the extraction of natural wealth: and its eax- 
posure to primary processing. 


For example, a joint plan was drawn up and is currently 
being executed by Morocco and Algeria to exploit leed and zinc 
extraction in Butekr-Tuisit. Whereupon 309,000 tons of ex- 
tracted raw material in Algeria are to be concentrated in Bubekr 
plant (in Morocco), while zinc concentrates are to be sent to 
Algeria, and lead concentrates to a plant in Wady Al Khimssar 
(in Morocco). 


Such joint utilization of mineral resources and the forma- 
tion of industrial compounds can possibly constitute a major 
basis for economic rapprochement between developing countries. 
Acccrdingly, the main sphere for economic cooperation among 
the Arab Maghreb countries could have possibly taken place in 
the extraction of the oil wealth of the Sahara. Such cooperation 
could have also taken place in the extraction and exportation of 
phosphate. 


Technology questions : 


The mythclogy of bourgeois scciology assumes that capital 
and technology represent the magic power that will transp*rt 
the entire world to Eden paradise.‘?!) Consequently, if sufficient 
capital and modern technology are introduced in backward com- 
munities they will be revitalized and embark on self develop- 
ment. This kind cf thinking is not tctally wrcng. Such absolute 
faith in the miraculous power of capital and technology c*rries 
in it a correct evaluation cf some elementary facts. Production 
must be increased if pecple are to get more food, clothing. me- 
dicine and other necessities. In crder to increase production two 
things are recuired — first, more people should participate in 
useful productive activity and I emphasize the significance of 
usefulness, here. Second, work dcne bv werkers and peasants 
should produce quantities of ccmmodities surpassing present 
quantities. To reach these goals particularly the increase of pro- 
ductivity we need more and better equipment. For equipment to 
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increase (some describe it as capital) in both quantity and 
quality it is logical to mobilize internal and external ‘xesour- 
ces, ?) 


When speaking of capital we have to recall that it has 
three aspects : 


— It is a social relationship that represents relations 
among the different classes cf society. 


— The material constituents of capital are equipment, ap- 
plicances and machines which are used in different 
ways by the different groups cf sccial relations. 


— Capital is today presented in the form of money. 


Capital could be employed in idle spheres, cr in acquiring 
land, stock exchange market, or speculaticn in commedities. It 
could be misused to spread inflaticn without marked increase 
in production cr could be squandered over a life of luxury by 
the upper classes. 


As long as the development of a successful capital encoun- 
ters adamant obstacles, it is inevitable that continued industrial- 
izetion should include capital accumulation by keeping the 
masses at a very low standard. Agriculture remains backward, 
investment is insufficient to ccpe with unemployment in urban 
and rural areas and wages ere pitiably low. All this is done to 
provide businessmen with suitable incentives. 


The technology introduced in certain country is that which 
is greatly encouraged and introduced in conjunction with for- 
eign capital because it constitutes the mcst suitable medium fo” 
realizing profits. 


What were the results ? The actual wages of the working 
class decreased and backward agricultural areas of the country 
became the victim of poverty and economic stagnation.@ 


Technology is no in itself an outlet but has to be studied 
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in the light of its social posture. The decisive question should 
be: what kind of technology? for whet purpose? who shall selec 
it? and who shall apply it? 


Accordingly, if we cons‘der that the social cb*ective whether 
under businessmen or governments is to fulfill the consumption 
nerds of nernle that have money to spend, and if we believe that 
with increasing industrial development and manpower the benefits 
of technology wculd be channelled to the low classes. then the 
most up to date Western technology would be the most suitable 
and essential in this resnect. But should there exists a completely 
different social objective that prov‘des for a change in cl«ss 
authority which classifies temporary and permanent priorities 
to fulfil the masses’ needs for food, clothing, housing, medicine, 
education, and culture, technolosy will not then be the kev and 
outlet even if its numerous aspects were to enter the country in 
the long run. Introduction of mode~n technolegy and its over 
use could be harmful. Financing its introduction mav require 
the dimension of important local resources from fulfilling the 
more pressing needs of the masses. 


Magdoff says: “no doubt a magie aura surrounds ultra- 
speed automatic machines and advanced productive chemical 
methods and promise that huge production will work miracles. 
But such miracles are only capable of contributing effectively 
to raising’ agricultural production to the level needed to avoid 
Starvation and malnutrition’. Without confinine ourselves to 
his view I stress that early automation in the initial industrial 
process has not led to any satisfactory results in most cf the 
Arab and developing countries that are interested in industrial 
rehab‘litation and technolozvical sovereignty. Moreover, the 
setting up of giant chemical and mechanical production units 
is not in itself sufficient to bring about as much a deep eccnom’c 
as social unheaval in the countryside. 


The important point is if attention is directed toward asri- 
culture, health, housing and education for the impoverished 
masses there’ will be a flagrant disparity between the reauired 
technology, the production structure, and the patterns usually 
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attached to the use of more up to date technology. I am not 
denying the importance of such technology but I wish to stress 
our need to think on completely different and ccmplex criteria 
than that of merely planting advanced western methods in pro- 
duction. 


Self-Reliance 


Cultural dependency and lack of self-confidence are the out- 
come of a history of both overt and covert imperial'sm. Pecple 
have come to know that the best products are made in the West, 
and that those alone capable of ccntrolling technology are 
superior beings in metropolis centres. Class domination and 
cultural imperialism combine to intensify the feeling of im- 
potency when dealing with and using mcdern technology. These 
two factors, along with the arrogance of Western specialists that 
turn up to establish and run modern plants, play an instrumenta! 
role in isolating modern technological sector in the Third World 
and vrolong ng their dependence on the West for technclogy. 


Technology does not only mean machines but also the art 
of manipulating these machines. New prcblems always emerge 
in the running of facteries ... parts of the machines breakdown 
and need repair, The composition of materials used in a certain 
country differs from that used in other countries and hence need 
to ke adopted to the new environment. Products and production 
methods also have to be designed in such a manner as to respond 
to local conditions and needs. If the capacity of a certain coun- 
try to deal with these products is not develcped, it will continual- 
ly and permanently depend on imported industry and foreign 
experts. 


Nowadays progress in advanced countries is linked with dis- 
coveries in the fields of physics and chemistry conducted by 
highly trained engineers and scientists. These specialists have 
come to be regarded a a kind of clergy that enjsy the respect 
and honour of all walks of society. When an industrially back- 
ward country imports modern technology it has to import its 
clergy along with it and participate in doing them the honours. 
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Thus such a country falls in a trap from which it cannot escape 
unless it develops its own technology. 


No single people monopolizes the ability to develop science 
and technology. But those who succeed in borrowing are those 
who are capable of controlling and advancing the know-how 
they have learnt from others, and those that borrow according 
to their own criteria and in their own way. Today, if a backward 
country wants to be economically and culturally independent, it 
has to teach itself according to its own norms, It needs, in par- 
ticular, to have its own leading mechanism and capability to 
study and design industrial techniques. 


When studying the history and nature of capitalism, we 
are able to understand why Third World countries face tremend- 
ous obstacles in their attempt to imitate the techniques of 
advanced capitalist countries. Many, if not most, of the back- 
ward countries are currently characterized by low rates of 
average per capita production and consumption. These are 
remarkably lower than the rates wherefrom Western Europe 
and the U.S. set forth on their rising industrial process. Such 
high poverty rate is the outcome of a long history of infiltration 
and exploitation by the first bunch of successful capitalist coun- 
tries.’25) Undermining pre-capitalist economies to provide new 
marketing opportun*ies, diverting the traditional course of 
Asian and African trade to serve Western purposes, tampering 
with the exploitation of natural resources to extract agricultural 
and mining products desired by metropolis centres, setting up 
new selective groups or breaking the old ones to achieve an 
actual control by dominating countries — all these changes, 
whether imposed by force or violence, have frozen the already 
stagnant strategic economic sectors and impoverished the broad 
masses. Third World communities are being dragged backwards 
not only by the exceptional narrowness of internal markets but 
also by the sparse chances afforded by external markets. In the 
absence of the safety valves enjoyed by capitals realized his- 
torically throuzh the invasion of other regions, and easy 
penetration in external trade channels, it is incumbent on back- 
ward countries to devend more than at any time before on the 
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assistance of foreign investors. Yet these do not only monopolize 
mouern technology but also hoid the keys to exportation. Con- 
sequently, reliance on foreign, monopolies for industrializatio. 
means that local capitalist classes would remain dependent and 
insecure. 


Neither the conclusion of more suitable contracts nor mem- 
bership in jo.nt ventures and simiiar systems are capable of 
changing the basis of this dependency. They do not give local 
businessmen any noticeable power, for in additicn to their 
weakness they are even incapable of challenging outdated 
selective groups like agricultural interests. 


According to Ricardo’s theory on comparative prices eco- 
nomists found the international dimens:on of labour a normal 
theory: the developing countries, on one hand, lacked capital 
and hence produced and exported raw materials and agricultural 
products while the industrial countr:es, on the other hand, “ex- 
ported processed commodities. Since developing countries possess 
a great’ innate working force they should, therefore, specialize 
in’ dense: manpower production. Theoreticians and governments 
of industrial ‘countries still pose this assumption: by ignoring 
mutual economic devendency and ‘accumulation lands on the 
international level. However, two basic lapses are detected in 
th's method of thinking. First, Ricardo’s theory on comparative 
prices is static in structure and proceeds from unhistorical con- 
ditions. But the tangible definition of comparetive advantages 
in 2 certain country has been followed historically and embodied 
the outlets to a specific relationship among countries. If Ricardo 
and his supporters restricted the question in this manner to trade 
reJations, they have shipped the main issue, namely production 
terms and its historical character both definite and change- 
ahle.@® The second lanse in which the traditional ecenomic 
thecry falls is the implicit assumption in Ricardo’s theory that 
the economic subject to study is a national economy, a closed 
system where the accumulation proress takes place in an in- 
trinsically independent manner, Hence emerged the need to 
analvse production terms in the capitalist system on a world- 
wide level and to expose the contents of capital accumulation. 
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Consequently, structural cbstacles and bottlenecks in the de- 
velopment precess become clear. . 


Multi-phases of the International Capitalist System. 


Three patterns underline the numerous phases of the in- 
ternational dimension of labour by coping with them as bi- 
sectorial models. These sectors are then divided into sub sectors 
in two countries, the first : an industrial capitalist country and 
the second : an underdeveloped country. 


1. The first pattern may be described as the classical 
model of the wternational division of labour, characterized by 
its reliance on internationalization of capital : 


In this model, the international system appears as follows : 


Country “a” basically produces investing and consuming 
commodities. In the investing commodity sector, it is important 
to divide fixed capital into two parts, the first is directed to 
producing means of production and the second to processing raw 
materials. The latter constitutes. an indispensable condition for 
the process of accumulation in -capitalist countries. 


In country “b”, the first sector consists actually of two 
sectors. The first is a subsidiary one and produces agricultural 
products, while the second produces raw materials (strategic in- 
dustries). Capital. in the “subsidiary” sector is foreign. In fact, 
this applies in many. cases to the agricultural production sector 
(colonial agricultural investments economy). 


The pattern responds in form to the Lenin pattern on im- 
perialism. The traded ‘surplus in ‘country “b” is transported to 
country “a”. Parts of the survlus value extracted from the 
sectors of consuming commodity production and agricultural 
production are also moved to country “a” thus paralyzing capital 
accumulation in country “b’” which is backward. 


The second pattern concurs with the West European applica- 
tion of the international division of labour. It is confined in 
practice to West European capitalism. 


This pattern clearly depicts the internationalization of the 
labour force. According to this practice, which covers the period 
from 1960 to November 1973, the internationalizaticn of the 
labour force adopted the method of employing foreign workers. 
This work, as a production factor, assumed to be static and 
immobile by the traditional theory has been moved in practice 
to Western Europe where conditions for capital accumulation are 
more feasible, This pattern does not deal with the U.S. develop- 
ment because such application of the international division of 
labour is attributed to the slow rate of birth and slow increase 
of population in Western Europe since the War.” 


The second pattern is, therefore, the West European version 
of the international division of labour until 1973. It is an inter- 
nationalization of the labour force which is fed by the disparity 
of wage rates. 


In any case, the tendency to diminish the differences be- 
tween the wages of local and foreign workers is recorded in 
country “a” due to political pressure, the position adopted by 
trade unions, high structural costs and political awareness of 
foreign workers. 


Hence the main condition for moving to the third pattern 
becomes acceptable, because developments taking place in coun- 
try “a” have a negative impact on profit rates, which are in- 
tensified by the so-called energy crisis. 


The speedy rise in prices has caused a deterioration in 
cap‘tal achievement, which makes it more attractive for moving 
production units to peripheral regions (that is to country b). 
Thus the third pattern of the international division of labour 
moves in. 
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The Oil Crisis 


In addition to the foregoing the oil crisis has also led to 
price hikes in the capitalist metropolis where the first pattern 
is applied. Even here, capital was faced with similar problems. 
The power variable embodied in the policies adopted by the OPEC 
countries could mean that the raw production sector in countsy 
“hb”, wherefrom the surplus value is withdrawn is not capable 
anymore of surviving under the new circumstances. In other 
words, it is not possible to transfer the surplus value of its ex- 
traction (at least not in a complete form) and thus conditions 
obtain for moving to pattern three from either pattern one or 
pattern two. 


It is important to attach special attention to salient facts 
relating to the change of forces after 1973 and which stimulated 
those forces that undertake reformation of the international 
division of labour. 


Third pattern : 
The International Economic sustem — 
Internationalization of production conditions 


In the first pattern, the investment commodity sector lies 
in country “a” only, that is the developed capitalist country 
where capital accumulation stops in the long run even more 
than in country ‘b”. 


Two definite and significant factors are to be found in the 
third pattern. 


1. First definite factor: In country “‘b’, there exists a 
sector for the processing of raw materials, where foreign capital 
is partially invested. A sector appears here also for producing 
investment commodities along side participation in foreign 
capitel. Yet it is necessary to stress that in both sectors in coun- 
try ‘““b” foreign capital is represented either in multinational 
corporations or in joint ventures. The case is the same ever in 
the sector of producing consuming commodities where the system 
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of joint ventures prevails. In this stage, we notice a tendency 
to include agricultural production on a large scale under capital- 
ist conditions so that it may be considered as part of the aggre- 
gate sector of consuming commodities. 


2. Second defimte factor production of technology 


The accumulation process is connected with the develop- 
ment of technology and both are interdependent. Regarded from 
the historical viewpoint, technology has remained until today 
generating variable whereas in developing countries it is. an 
externally generating variable. It is imported from country “a” 
(the developed capitalist country) and does not appear in an in- 
dependent intrinsic form due to the process of internal accumula- 
tion. Since development and production of technology primarily 
depend at present on the process of accumulation in country “a” 
and as technology increasingly depends on the investment of 
large sums of fixed capital, hence the state itself directly and 
indirectly influences the production of technology. So far we d3 
not have a theory on the production of technology. As for 
existing theories they attempt to emphasize only the effect of 
technology on the function of production. They differentiate be- 
tween manpower saving and capital saving rentral technical 
progress. Even if the preduction of technology is a function for 
the individual realization of capital it 1s correct, for with the 
race of time, the production of technology has acquired a social 
character so that it will henceforth be produced not by capital 
but for capital. Some branches of industry are confined to the 
production of technology. Nikolinakcs is of the view that we 
car: admit cur need for a theory on the production cf technology. 
He contends that a subsidiary sector has been formed within the 
context of investment commedityv preduction in ccuntry “a” 
(the developed capitalist country) and calls it a sector for the 
nreducticn of technology. 


Emphasis shculd be laid cn the fact that this sector exists 
in country “a”. If we consider country “b’ separately; tech- 


nology would be here an externally generated variable transfer- 
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red from country “a” which indicates that the process of 
accumulation in country “b” is not independent but subject to 
the process of accumulation in country “a” and part of it. 


In the third pattern, we find that the international system 
has circulated on such a wide scale, crossed mult.national in- 
terests and transferred technology, that work productivity 1s 
equal in countries “a’ and “b’. This explains the impact of 
limited investment on labour force in country “b”’. Moreover, 
the production of technclegy includes a higher organic composi- 
tion of capital. The organic composition of capital in country 
“a? ig always higher than in country “‘b’’. Consequently, and as 
a result of the steady increase in production rates in country 
“a” profit rates tend in this developed capitalist country to slow 
down. The transfer of capital to country “b” and the formation 
of the investment commcdity sector, though not independent, 
lead in the long run to equality between the two profit rates. 
Yet, we notice in the short run that three reasons prevent the 
emergence of a medium rate. 


1. Wage rates continue to be low in country “b” as long 
as its population increases. rapidly while population in country 
“a” relatively decreases. 


2. The organic structure of capital in ccuntry “a” is 
hisher than in country “b” (because it is employed in the 
technology production sector). 


3. Transfer to country “b’” cannot include all material 
production branches in country “a’’, First. becavse technology 
is partially produced in the social production sector of consum- 
ine commodities in country “a’’, and serond, the realization of 
surplus value is better in these branches in country “a”. 


Other questions may be raised in relation to the technology 
products on sector, as to whether profit rates in this sector are 
hisher than in other sectors, and whether as 2. result equal rates 
of profit are effected on an international level. 


We find numerous examples of operation conducted within 
pattern three in Israel; Brazil, Spain, Mexico, Argentina, Singa- 
pore and South Korea. The consuming commodity sector in these 
countries proceeds from the fact that traditional branches stop 
realizing any profits when they are produced in developed in- 
dustrial countries. Moreover, the branches of producing ccnsum- 
ing commodities are increasinlgy transferred to peripheral coun- 
tries (backward) °), 


Hereunder are some conclusions : 


First, the dependence of backward countries carried on 
through the formation of technological dependence. Multinationsl 
interests in most cases determine the accumulaticn process on 
the international level, In other cases, unilateral national or 
quasi-continental interest seeking’ to circulate in branches or 
industries succeed in controlling their advanced applied techno- 
logies. This is met by an increasing liberalization of national 
capital in underdeveloped countries in the face of foreign in- 
vestments. 


Thus, the accumulation process in underdeveloped countries 
is not independent anymore while industrialization there in- 
creasingly tends to merge with the capitalist market. This as- 
sumes logically that the selection of new industries, their pro- 
ducts, their industrial production techniques and markets greatly 
evade underdeveloped countries. 


Second, capital intensive which is expressed in work pro- 
ductivity deters work in underdeveloped countries. As a result 
distorted situations prevail under which unemployment spreads 
in the underdeveloped country ‘“b’ despite industrialization. 
while production in the sectors of investment commedity and 
raw material investment commodity is exportation-oriented. 
Brazil prcvides an example in this respect. Countries with in- 
sufficient growth rates of population secure conditions for the 
renewal of production as is the case in industrial countries which 
import low wave labour force from India and Sudan, as is the 
case in the Gulf Emirates. 
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Third, there is a disparity in the international system be- 
tween productivity and prcduction absorption as the expansion 
of the consuming market is incompatible with the expansion of 
production machinery. This traditional phenomenon under the 
present crisis leads to the incompletion of the new pattern and 
obstructs its adoption in new underdeveloping countries and in 
increased economic sectors. 
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OBSERVATIONS ON THE CONCEPT 
OF THE NEW INTERNATIONAL 
ECONOMIC ORDER 
by 
Dr. FOUAD MOURSI 
(Egypt) 


The developing’ countries, no doubt, realised a great success 
when they forced the entire international community to discuss, 
without delay, the necessity of establishing a new international 
economic order. The idea is quite new. It started with a resolu- 
tion by a group of Non-alignment countries at their fourth con- 
ference held in Algiers in September, 1973; the conference an- 
nounced then that it was necessary to establish a new inter- 
national economic system which would be more equitable as well 
as more capable of realising progress for humanity at large and 
of preserving peace the world over. Only a month later, the 
October war broke out, and a group of Non-alignment countries, 
namely, the Oil countries, were able then, and for the first time 
in the history of international economic relations, to adopt the 
resolutions rectifying oil prices in face of formidable opposition 
on the part of oil monopolies the world over. While oil prices 
actually doubled four times as much as they were before the 
October War, the Arab oil countries were ra‘sing in face of the 
centres of capitalist industry, an additional weapon, that is the 
weapon of oil embargo. 


Several signs emerged then on the horizon, of a shrewd in- 
ternational attempt at circumventing the successful oil battle. 


At that point, Algerian president Houari Boumedienne, 
called, on behalf of the Non-alignment countries, for convening 
a special session of the U.N. General Assembly to discuss the 
issue of all raw materials in their relation with economic develop- 
ment, The sixth special session was effectively held in April/ 
May, 1974, to produce two documents of immense significance 
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namely: Declaration on the establishment cf a New Internation- 
al Economic Order and a Programme of Action for the establish- 
ment of a new international economic order. The main idea 
underlying these two documents, was the developing countries’ 
conviction for the need to fully, actively and equitably participzte 
in the formulation and application of the resolutions of interest 
to the international community at large on grounds that the 
prosperity of the developed countries is obviously connected 
with the development and progress of the developing countri«s. 
As the relations ketween the developed and the developing coun- 
tries are still practised within the context of an international 
economic order established in an age when most of the develop- 
ing countries were practically non-existent yet is independent 
states; they took, and are still taking the course, of continued 
and permanent disparity between them. WHence, the emergence 
of the idea of establishing a new international economic order as 
a concentrated expression of the desire of developing countries 
to achieve and complete their economic emancipation, not only 
within their territorial borders, but also at the international 
level. 


The idea was consequently further confirmed in a U.N. 
resolution issued with the charter of economic rights and duties 
of all countries; it eventually found its detailed formulation in 
the seventh U.N. Special ‘session in September, 1975. when its 
debates led to recommendations which could be considered the 
starting point for the establishment of a new international 
economic order. Thus, the document issued by the session under 
the title “Development and international economic cocperation”’, 
represents an agreement within the international community to 
discuss a number of major issues relevant to trade and develop- 
ment, and the United Nations entrusted its fourth conference on 
trade and develonoment, currently held in Nairobi, to draw up 
on its part, their final formulation, 

Meanwhile, the developing countries never stopped their in- 
tensified effcrts in this direction. Foreign ministers of the Non. 
alignment countries had previously decided in the “Lim? 
Declaration” that the advanced capitalist countries fought prog- 
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ress towards economic emancipation of the developing coun- 
tries, and that they were determined on continued maintenance 
of their “privileged position in international economic rela- 
tions”, This time, they convoked the Manila Conference in 
February, 1976, for the 77-group of nations, where they actually 
issued a charter defining the stand of the developing ccuntries 
at the Trade and Development Conference in Nairobi, on a1 
objective basis taking into account the contradictions within 
the front of the developing countries itself. 


At the mcment, the Nairobi conference meets, in an attempt 
for which circumstances are ripe, to draw up a final formulation 
for a new international economic order in a form of an agreed 
pattern cf sales regulating the international economic relations 
while firmly declaring the developing countries’ rejection of the 
marginal role singled out for them by an international division 
of labour based on imparity in international economic relations 
as well as depending on international capitalism and exploitation 
of the economies of various countries. 


This is specifically what this paper with which we con- 
tribute in the Third International Baghdad Sympesium, aims at 
clarifying: To throw the light, without illusions, on the idea, or, 
the concept of the new international economic order as an im- 
portant achievement realised by the develop‘ng countries along 
the road of their long struggle, hardly starting, for eccnomic 
emancipation as they face all problems of economic and social 
development, it being the comprehensive revolutionary process 
to transform life on their soil as well as being an integral prt 
of the multi-form process of the struggle to secure peace 
threughout the world. 


Favourable circumstances for the emergence of the 
concept of the New International Economic Order 


The call for the establishment of a new international eco- 
nomic order was triggered amidst international conditions where, 
dav after dav, chances of international detente nd notentials 
of peaceful co-existence are being confirmed, and the role played 
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by the advanced socialist countries in the international economic 
relations is so growing, that their share of international in- 
dustrial output rose to 40 per cent in 1974 as against 20 per cent 
in the early sixties. Such an international position, the economic 
relations between the capitalist and the developing countries 
moved within a unique framework, a framework witnessing, on 
the one hand, the explosion of the economic development crisis 
in the developing countries, that development which was realis- 
ed, at one degree or another, according to the development 
strategy drawn up by the United Nations in what came to be 
called “Two Decades of Development”; it witnessed, on the 
other hand, the explosion of the crisis of the international 
capitalist system with its varied and numerous aspects. In this 
world position and within this international framework, the 
circumstances were crucially right for the start of the proces; 
of collapse of the system of international economic relations be- 
tween the develoving and the capitalist countries brought about 
by a successful battle around one raw material, namely, petrol- 
eum. 


Explosion of the Economic Development Crisis 


An immensely important study published by the Secretariat 
of the U.N. Conference on Trade and Development (UNCTAD) 
in February this under year “Issues of Trade and Development 
within a Framework of a New International Economic Order” 
indicated the failure of the development strategy laid down by 
the United Naticns for the developing countries in what came 
to be termed “Two Decades of Development”. This strategy was 
based on the principal assumption that growth starts from the 
international industrial centres represented in the advanced 
capitelist countries. In other words. naticnal liberation, the 
assumption goes, does not necessarily mean the liberation of 
the national econcmy frcm colonial denendence. and association 
with the internaticnal capitalist merket should continue as 2 
source of development and prosperity. However, after a long 
experience over a quarter of a century, the developing countr‘es 
discovered that their major problems of severe poverty, chrcenic 


unemployment, inadequate employment, ill-distribution of in- 
ecmes, malnutr.tion, even famine, were still there. Even during 
the rapid expansion of the advanced capitalist countries up to 
1974, the excessive prosperity they enjoyed was only transferred 
to the developing countries at a very poor rate as Well as toa 
very few of them and in a very distorted way. 

International relations were deteriorating year after year 
and terms of exchange sharply declined for the develcping coun: 
tries by about 9 per cent as compared to the previous year after 
a slight drop of three per cent between 1973 and 1974. Mean- 
while the trade deficit for this group cf countries reached 12 
billion dollars in 1973, then soared to 18 billion dollars in 1974, 
and increased in 1975 by an additional sum of eight bllion dol- 
lars. Most certainly, two thirds of his deficit is the result of bad 
terms of exchange, while the remaining third is referred to the 
drop in the volume of exnorts as a result of the decline in the 
demand for raw materials on the part of the cavitalist countries. 


Hence, the excessive increase in balance cf payment deficits 
of the developing countries, and, consequently, the overwhelming 
rise in their foreign liability, was not the result of qualitative 
circumstances pertaining to the developing countries, nor was it 
9, reflection of the econcmic ill-administrat'on on their part, as 
much as it was virtually the result of the inherent dislocation in 
the structure of the international economic relations, that which 
is known as the phenomenon of inequitability in international 
exchange, Thus, international financial faclities remained unable 
in their turn, to help the developing countries face the censtant 
and chronic deficit in foreign payments. Under such circum- 
stances, the phenomenon of ‘neauitability increased in a more 
severe Way as a result of the explosion of the international 
economic crisis, that which placed more impediments on the 
wav of the growth of the develonine countries trade as well as 
blocked development and industrialization processes there. 


Explosion of the Capitalist System Crisis 


Since Jate in 1974 the canitalist world has been suffering a 
profound economic crisis, the severity of which increased by the 
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symptoms of economic slump shown in the drop in the rates of 
industrial production growth and rise in unemplcyment rates, 
accompanied by high rates of inflation, the collapse of the in- 
ternational monetary system as efforts for its extensive refcrma- 
tion stopped, and the unprecedented dislocation in internationa! 
payment, together with continued and varied prcvisicnal mea- 
sures to face payments difficulties, weakening confidence in ma- 
jor capitalist currencies, and extensive ccnfusion ‘n the monetary 
and financial mechanisms. Naturally, this crisis was aggravated 
ky the dissemination of militarism and its deep rects in the 
capitalist economy since the end of the Second World War. 


Meanwhile, as the crisis of the capitalist economy was a 
structural one taking the form of inflational slump, it is directly 
exportable through exchange with the developing countries, 
specifically, in the form of constant rise in the prices of their 
imports of manufactured goods from the advanced capitalist 
countries. However, this structural crisis soon became more 
acute due to the other crisis stemming from the structure of the 
cap‘talist economy itself, namely, the energy crisis. At this point, 
the developing countries, for the first time in history, exerrise 
a direct influence on the international cap‘talist economy 
through their success in the battle of rectifying oil export prices. 
Which battle is ever since, underlining an essential fact in in- 
ternational economic relations, whieh is that the advanced 
capitalist countries are kecomins increas‘ngly dependent on the 
hatural resources available in the develonine countries, while at 
the same time they have became, due to their general crisis, too 
weak to dictate their policies on the peoples. 


Success of the Ow Battle 


When the Organisation of Petroleum Exporting Countries 
(OPFC) met late in 1973, and dec‘ded to double cil prices several 
times, the’ balance of the economic power tivped in favour of the 
developine countries prcducing raw materials and energy. These 
countries became increasingly self-consrious as to initiate a new 
strategy for development as well as became more aware of their 
need for common. action among themselves. They once more 
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rediscovered their reality as a world movement for national 
liberation which created independent countries which forced the 
scene cf various international relations. Consequently, they had 
to reconsider the strategy of integration with the capitalist coun- 
tries imposed upon them, as regards international economic 
relations. 


The developing countries emerged on the international sce e 
as a cohesive unit since they succeeded in transforming pice 
relationships on the internaticnal cepitalist market in their 
favour whch started with the oil battle. Previously, the growth 
of the international capitalist economy was based cn the imvlicit 
assumption of continuing to obtain raw materials from the de- 
veloping ccuntries in unlimited quantities and at low prices. But 
now, it is no longer possible to accept the continuaticn of this 
situaticn, particularly in respect of oil, since cil was the first 
raw material to reveal this new form of scarcity in the inter- 
national capitalist economy, Consequently, dealings between the 
o'l-preducing and the oil-consuming countries prcvide us with 
the first indexes on the nature of the new international economic 
relations. 


Eseon Kemenes nctes that, because the existence of oil is 
limited in t'me as it is an exhaustible raw material, the price 
was no longer a decisive factor in its supply. In fact, the role 
played by other factors, some of them not economic, has become 
cf a stronger influence than price in determining suvnlv. for the 
searcity of oil virtually increases with each barrel drilled. 


Hence, es for as cil is concerned, the traditional market 
forces and the familiar price mechanisms are no more function- 
ing, even formerly for these were not functioning while in the 
hands of internaticnal cil moncpolies. However, they are not 
any more functioning tcday, even while, in the hands of the 
developing countries, neither totally nor partially. In such 
circumstences. and since imperialism lost its overt colonial rule 
over the develop‘ng ccuntries, and sinve its new colonial influence 
on their economy is declining, it has been trying to lay its hands 
on the surplus revenues accruing from the new prices in the 
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form of mcney surpluses and this is how the battle around: oil 
is currently waged, 


Battle of All Raw Materials 


Hence, the historic importance of the oil battle. However, 
the battle which started with oil, scon extended as a matter of 
fact, to encompass all other raw materials and, thus, became 
the basis for the developing countries endeavour to establish a 
new international economic order which depends on equitable 
relations in international dealings. Hence, the problem now is 
that of all raw materials, in other words, we are now facing a 
crisis in raw materials, particularly, in energy. It is a crisis 
represented according to Andreasian, in the shortage in raw 
materials and the rise in their prices, rather than just in re- 
organization of their production and the change in the relation- 
ship between prices of the raw materials and the manufactured 
materials. 


This crisis will acquire a profound, long-term character. 
For despite all fluctuations of exchange terms, and despite the 
éver increasing manufacturing of raw materials in the countries 
which produce them, and in spite of the increasing proportion 
of finished and semi-manufactured products in world trade, the 
proportion of raw materials in world trade rese from 35 per cent 
to 50 per cent. For this reascn, the crisis of raw materials is 
considered at a decisive influence on the eccnomy of the advanc- 
ed cavitalist countries, including the ccntradiction between the 
colonial and the developing countries as well as the contradiction 
within the group of the colonial countries themselves. 


On the other hard. and in snite of the essential differences 
inherent within the group of developing ccuntries which are 
mestly the result cf the historic rositions of backwardness whese 
negative influence was aggravated by ccntemporary conditions 
of drought; famine, and the drop in prices of several raw ma- 
terials together with the rise in several manufactured: goods. it 
must. however, be edmitted that the crisis cf raw materials, 
particularly, energy, has pushed to the force new forms of ec>- 
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nomic relations among the developing countries themselves. 
Hence, the oil producing countries which were able, by their 
solidarity and cohesion and with the support of all peoples, to 
change price relationships in the oil market, had the chance, for 
the first time, too, in their capacity as a group of developing 
countries, to have control, in their turn, over a large part of 
financial resources availing them with a rare opportunity to 
develop the strategy of economic development, not only locally, 
but on the basis of regional and collective cooperation as well. 
The OPEC countries were able then to extend loans and aid to 
the oil importing developing countries and the phenomenon of 
the exportation of capital from the developing countries, though 
it has serious negative aspects in its association with the world 
capitalist market, become an additional economic power placed 
at the disposal of the developing countries themselves. In such 
case, the developing countries are not supposed to allow anyone 
to make of them a cover or a facade behind which the capitalist 
countries hide in their moves, as was the case recently when 
multi-national corporations asked Kuwait to participate with 
them in establishing aluminium project in an African country 
where they feared to go on their own. 


The important point here, is that the battle which started 
with oil ended by including all raw materials in themselves, not 
just in their relation with manufactured goods. Hence, the door 
was open for a comprehensive reconsideration of the pattern of 
international economic relations in circumstances combining at 
the same time between the explosion of the crisis of the capitalist 
approach cf development and the break out of the cr’sis of the 
capitalist economy in the advanced industrialized countries. 


_ Hence, the developing countries stand now in more favour- 
able circumstances, in the verge of a new stage of the struggle 
to eliminate the vestiges of the international colonial system, and 
within this framework, specifically, the call for the establishment 
of a new international eccnomic order, was and still being sent. 
out. 
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I 


General Features 
of the New International Economic Order 


The call for the establishment of a new international eco- 
nomic order is not concerned with the theoretical issues concern- 
ing the international division of labour theoretically resulting 
from the distribution pattern of resources and allocation of pro- 
duction between countries, but it directly tends to deal with 
aspects of clear disorder in the economic relations between the 
capitalist and the developing countries on grounds that these are 
stark signs of inequitality in international economy. The call is 
even sent out to provide practical solutions and formulas, the 
success of which largely. depends on the true wish of the capital- 
ist countries themselves to. solve current problems. Hence, the 
picture of the new international econcmic order would be formed 
of the collection of international practical solutions, the majority 
of which presume the acceptance of the capitalist countries. 


International Practical Solutions 


These solutions, however, all start from a certain reality in- 
dicated by the post-seccnd world-war experience which can be 
summed up in the fact of the failure of the rules of the game in 
international trade, which rules were established by the General 
Agreement on Tariffs and Trade (GATT). This Agreement was 
based, for the expansion cf international exchange, on two in- 
dispensable principles, namely indiscrimination. in international 
trade and the status of the most favoured-nation. Experience 
proved that these two principles do not suit our age which is 
governed by the multi-national international monopolies with 
all they muster of funds, natural and human resources, and 
technological and marketing efficiency. These forces were work- 
ing, under the eyes of everyone, in favour of the multi-national 
mencpolies.. Consequently, it kecame necessary to discard the 
idea of respecting market laws and devise realistic rules of be- 
haviour on which the market would devend so as to control the 
course of international trade and regulate mutual economic rela- 
tions between the capitalist and developing countries, for these 


relations specifically, and no others, are the subject of present 
international endeavours. For example, the mutual economic 
relations between the developing and socialist countries are al- 
ready organized in a way safeguarding mutual interests of both 
parties. The studies, undertaken in a country like Egypt, indicat- 
ed that the advantages of dealing with the international socialist 
market are not confined to obtaining the best two-way prices, 
way of exports and way of imports, but transcends this to enjoy 
the advantages of the general framework of dealing with this 
market as represented in agreements of trade, payment and eco- 
nomic co-cperation notably, providing better conditions for plan- 
ning foreign trade and allowing the development of exports, not 
only of traditional goods, but also of manufactured goods which 
provide easy financing development and industrialisation pro- 
jects. 


New Development Strategy 


Whatever the importance of the practical solution aimed at 
by the endeavours to establish a new international economic sys- 
tem, they start from the implicit end explicit admission of the 
essential fact that there should be a scund economic development 
and this in light of the failure of previous experiences of devel- 
opment which were intent, not only on: keeping the developing 
eccnomy Within the framework of the world capitalist market 
but also accepted cutmoded forms of economic dependence. Thus, 
development went on revolving within the framework of the ca- 
pitalist approach confirming the duality of the national economy 
and consecrating backwardness and dependence. 


Any new strategy for development should start by defining 
its direct objectives of meeting the basic needs of the peoples of 
food. housing, clothing, health and educaticn. Rather than giving 
development the pattern of imports substitution or development 
of exnorts, interest, on the contrary, should shift from the field 
of exchange to the field of production, and special emphasis 
should be Ja‘d on the production of food. Efforts should also be 
exerted for the realisation of 4 more equitable distribution cf 
national revenues through the amendment of the structure of 
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the gross national production and, consequently, the technology 
required for its generation with an extensive mobilization of na- 
ticnal resources, particularly, local savings and available man- 
power. This would reduce the dependence of new sectors on for- 
eign aid and in a way which provides political independence with 
an economic content, 


When the Lima Declaration drew up an objective for devel- 
oping countries to raise their share in the world industrial pro- 
duction from less than 10 per cent at present, to 25 per cent in 
2000, this did not mean that the developing ccuntries would 
undertake any industrialisation to raise their share, it should 
rather be an industrialisation that would ensure a balanced de- 
velopment which would meet the needs of progress and prosperity 
of their peoples. 


Hence, the develoning countries should deal very firmly with 
the offers presented by certain advanced capitalist countries for 
the establishment of certain industries in the develcping coun- 
tries. These are industries which have become secondary and 
of whose problems the advanced countries want to rid their 
economy, such as the technologically simple industries, or those 
with intensive labour, or polluting the environment. It is within 
this context that we should discuss the conceptions of the Hu- 
ropean side in the Euro-Arab dialogue, conceptions which are 
limited to its willingness to develop and establish light and 
medium industries, and its fear of heavy industrialisation, 
particularly in the circumstances of slump from which the 
capitalist world is suffering. 


Better Terms for International Exchange 


Recognizing the fact that international economic relations 
are an expansion of national economic relations, that the devel- 
opment of international relations only start by evolution of eco- 
nomic development, and that the full responsibility for this 
national develooment lies with the developing countries them- 
selves before anyone else. efforts are currently exerted to provide 
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better terms under which international exchange in all its forms 
would be carried cut. 


Considering that the raw materials constitute the major 
part of the developing countries exports, and that their prices 
are mainly determined at the international capitalist market 
thrcugh mechanics controlled by multi-national monopolies, the 
issue of raw material prices and markets, is then the decisive 
issue -in international exchange. For, by reflecting on the devel- 
oping countries acquisitions of foreign exchange, it consequently 
reflects on their ability to import manufactured goods as well as 
cn their payment balances and, finally, on the value of their 
currencies. Hence, efforts aim at drawing up an integrated pro- 
eramme for the trade of raw materials seeking the correction 
of the functioning method of the mechanics of the world capital- 
ist market. It is based on two important ideas: The first, is 
enhancing the bargaining power of the developing countries, 
and the second, is cutting down their dependence on the in- 
ternational capitalist market. Hence, the integrated programme 
deals with the formation of international federations for raw 
material producers, the foundation of an international central 
body to finance it as well as fixed prices for raw materials 
arceptahle bv both the consumer and the producer. It also aims 
et easing out discrimination and impediments in face of the 
developing countries as well as at developing opportunities for 
exchange with the socialist countries and among the developing 
countries themselves. No doubt, that giving up the consumption 
pattern in the cavitalist countries, gives the developing coun- 
tries real opportunity to reduce their luxury imports. 


The failure of the capitalist markets mechanisms to 
activate the flow and prices of exchanged gocds, actually 
underlies the call for correlating prices of raw materials with 
those of manufactured goods in a way as to absorb many cf 
the negative effects of the current international division of 
labour. 


Under such circumstances, the developing ccuntries could 
not be asked to replace a bad division of labour by a worse 
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division, and by this we mean what is going on in ‘the sphere 
of transferring technolcgy. The reinforcement of the techno- 
logical base of the developing countries, means th adoption of 
a strategy designed to provide good adequate technology at a 
convenient cost, and without, however, relinquishing the tradi- 
tional technology which did not prcve unreliable and which 
could be efficiently developed locally, or the developing coun- 
tries would have to face the confirmation of a new division of 
labour between advanced countries having the advantage being 
able to produce and employ modern technolcgy, and backward 
countries which cannot help but to import this technology and 
use it without assimilating it. Hence, they risk a new depend- 
ence, namely, technological dependence. 


Safeguarding the Transference of Resources 
and Settlement of Payments 


The developing countries, with the exception of certain oil- 
producing countries, face another double-faced prcblem that 
is, the chronic deficit in their balances of payment. Previously, 
in the stages of backwardness, the ability to overcome such a 
deficit, if any, was a healthy sign, but, pursuing the development 
process in most backward countries only means proceeding to- 
wards e deficit, largely or minimally planned, in their balances 
of payment. In fact, due to the backward structure of the na- 
tional economy, deficit is not a temporary exceptional pheno- 
menon, it is rather, in the words of Ismail Saebry Abdallah, a 
structural deficit, meaning that blocking this deficit could mean 
storping development itself. 


Hence, the two faces of the problem of balance cf payment 
deficit. On the one hand, additional real resources should be 
transferred to the developing countries, on the other hand, 
foreign payments should be regulated taking into account the 
structural deficit in the payments of the developing ccuntries. 


The starting point in the transference of real resources is 
that it should be undertaken for development purposes accord- 
ing to development pricrities laid down by national development 
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plans in light of the true needs of independent development. 
Hence, no transference of rescurces to finance arms purchase or 
for consumption purposes, and no transference of resources 
determined abroad according to what kind of financing this 
country or that offers. For this reason, the international family 
should agree to earmark additional real resources in favour of 
the developing countries, and tiie distribution of these resources 
between them should ke entrusted to international organisations 
whose management should be under the control cf the develop- 
ing countries themselves. 


At this point, a stop should be made at the human and 
real resources which are squandered annually, not on economic 
and sccial develooment, but on producing and stockpiling 
weapons. Until 1960, military expenditures amounted to 15 bil- 
lion dollars, they rocketted in 1973 to 250 billion dollars, in 
1974, to 270 billion dollars, and in 1975, reached 300 billion 
delizrs, or doubling 20 times within 15 years only. Ove this 
period, military expenditures doubled eight times in the Middle 
East countries, which are developing countries. These military 
expenditures over the world are scores of times more than the 
international aid extended to the developing: countries, which 
reached 10 billion dollars only, recently. 


Should the five permanent member-stetes of the Security 
Council reduce their military budgets by just 10 per cent, they 
would be able to raise the aid they extend to the developing 
ccuntries by 20 per cent at least. 


Remains the problem of international payments which. in- 
velves two things: the first is the agreement to alleviate the 
burdens of current liability on the developing countries; and 
the second, is to develop the ‘international monetary system so 
£8 to take into account the needs of development, and to acquire 
additional resources to. finance it as- well as. to: create: a truly 
international monetary system not administereit by a: state -or 
a proup of states and the obiective of which should ‘be to devise 
an international currency, It woultd not:-he enouyrh in: this 
respect, to try and make on international currency of the. special 


Drawing Rights, which actually depends an a basket of major 
currencies at the international capitalist market, notably, the 
U.S. dollar. 


Bases of the New Order 


Hence, we start to detect the base underlying the active 
endeavours of the developing countries, clearly supported by 
the socialist countries and with increasing participation on the 
part of the capitalist countries, for the establishment of a new 
order for international economic relations. These endeavours 
setforth from a number of principles becoming daily more ac- 
ceptable, notably, internationalism of the economic life, mean- 
ing the dependence of progress in any country on progress in 
the other countries. And without minimizing the inherent con- 
tradictions, this principle particularly applies to the world 
capitalist market with its two sectors, the advanced and the 
backward, as the prosperity of the advanced countries particu- 
larly depends all the developing’ countries resources of raw 
materials and energy. 


The acceptance of: the principle of the internationalism ‘of 
the economic life leads to grave consequences - 


First : Recognition of the inevitability of seeking interna- 
tional balancé in the practice of economic power by giving the 
developing countries bigger voice and weight in making de~ 
cisions of interest of the international family, that which is 
considered a recognition of the inevitability of international 
democracy. 


Second : Recognition of the inevitability of international 
organization of the exchange of raw materials, on grounds 
that any viable order of international economic relations should 
include a real solution for the problem of raw materials, their 
prices and markets. Starting from such solution, the current 
international distribution. of resources and securing possibilities 
for the indwstrialization of developing countries, could be re- 
considered. 


sos DSR exe 


Third Recognition of the inevitability of international 
control, over new elements of power and progress on the inter- 
national scene, notably, achievements of science and technology: 
and multi-national ventures, Hence, recognition of the need for 
increased international supervision introduc.ng a kind of con- 
scious organization in the internaticnal economic life as Well as 
particularly ensuring international formulas for the transfer- 
ence of resources and technology to the developing countries. 


pal 
Reality of the New Economic Order 


Therefore, and under favourable international circumstan- 
ces, particularly under the circumstances of the explosion of the 
crisis of capitalist development in the developing countries, and 
the economic crisis in the capitalist countries, common efforts 
are directed to the establishment of a new international eco- 
nomic order on the basis of recognizing the internationalism of 
the economic life within the world capitalist market, notwith- 
standing major contradictions separating its advanced sector 
from the backward sector. 


What is then the reality of this new international economic 
order towards the establishment of which, the capitalist coun- 
tries themselves are participating ? 


To answer this question we have to ask another question 
which has a priority by the logic of things, that is: Is there 
something new in what is presented to us as the New Interna- 
tional Economic Order ? 


Only then, and when the existence of this new is proven, 
could we ask about the reality of the new. 


Transformations in the Structure 
of International Relations 


By comparison with the structure of international economic 
relations which was firmly settled until a few years ago, it is 
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to be admitted that there exists something new in the economic 
relations between the developing and the capitalist countries, 
and that this new transcends the existing framework of these 
relations and is bound to break this framework while seeking 
@ new one. 


The structure of international relations was the historical 
fruit cf a single process which is, the development of interna- 
tional capitalist system, thus generating progress on one side, 
and backwardness on the other side. For the international 
capitalist division of lakour eStablished a structure cf colonial 
relations, cne of inequitable internaticnal relations. With such 
inequ.table relations, the backward countries had to develop as 
vassa's of the world capitalist economy, providing it with raw 
materials in return for manufactured gocds in such a way that 
the main feature of the development of international relations 
was’ the development: of international capitalist econcmy at the 
expense of developing: countries. 


The .structuré of: international economic relations was 
tased: then cn’ basic assumptions which continued to ‘protect 
this structure in face cf backward countries. These assumptions 
are : 


First : That the international economic order is based 01 
the application of natural ‘econ¢mic laws, and the principles 
from which it is imnossible to digress without consequently 
undermining the effectiveness of thé whole international eco- 
homic order; | 


Secend : That earmarking and distributing resources and 
econcmic activities among countries are accurately carried cut 
and through the mechanics of the market, as it is the market 
forces which lead to the ovtimal distribution of international 
larour, rational exploitation of world resources, and fair dis- 
tribution of the profits. of international trade between both its 
parties; 


Third : That the development of the backward. countries 
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can only result from their integration with the international 
economic system and then to the growth effected in the world 
capitalist centres. Hence, the growth of the backward countries 
depends on the degree of association with these centres, the 
degree of their integration with international capitalist econo- 
my. 


Fortunately, and after a quarter of a century since the 
end of the Second World War, the three previcus assumptions 
collavsed, A world socialist market was formed, the colonial 
system was liquidated in the backward countries, and the 
colonies turned into independent states experiencing at vavidus 
degrees, the problems of economic development. The accumulat- 
ed quantitative changes forced qualitative transformations by 
the explosion of the crises of development and of cap‘talism 
torether with the crisis of raw materials and energy. Mean- 
while the capitalist countries reached the end of a phase where 
industrial exnans‘on had depended on the exportation of cheap 
energy from developing countries. 


Thence, the existing framework became narrow for the 
new international relations and the changes in their structure 
over-stepped it. The old international economic order is govern- 
ed by world capitalism, a capitalism of a monopolistic state, its 
essential feature is the ability to adiust to the new positions 
over the world. Since the significant phencmenon underlying 
the evolvement of international relations is the so-called pheno- 
menon of interdependence of economies, or what we term, the 
constant internationalizaticn of prcduction and economic life, 
the world capitalist eccnomv had to create for international 
trade, new mechanisms commensurate with the current level of 
the industrialisation cf the economic life. Thus, the cemitalist 
countries tended, on one side, to develop new sources of energy, 
such as the atomic energy, and, on the other side, to allow the 
developing ccuntries a new kind of divisicn cf internaticnal 
labour satisfvine their wish for industrialisation. However, it 
does not solve their economic and social problems, nor does it 
do away with thé defects of the international economic svstem 
which is: a decisive factor in the existence and continuation cf 
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kackwardness. However, the developing countries, aware of the 
fact of the collapse of the old framework of the international 
economic relations, thanks to the constant objective process of 
the transformation of the structure of these relations, sought. 
on their side the development of the international economic sys- 
tem in two ways: Establishment cf more equitable internation- 
al relations and drawing up a real development strategy away 
from the capitalist approach. 


Hence, there is something which could be considered new 
in international economic relations. Nevertheless, this new, 
though extremely important, is still reduced merely to the down 
fall of the old framework of international relations which de- 
pended on false assumptions, and the emergence of more 
equitable international relations reflecting the new economic 
power balances in the capitalist world and, hence, the inevitability 
of the establishment of a new framework to encompass them. 
This is what is new. And except for this, the international. 
capitalist economic system still exists, the developing countries 
are still an integral part of the world capitalist market repre- 
senting therein the backward sector, the gap is still widening 
ketween the capitalist and the developing countries, and the 
largest part of the developing countries trade and industry is 
still within the grip of the private enterprises in the capitalist 
eountries, within the grip of the multinational international 
mecnopolies controlled by U.S. capital. Nevertheless, the capital- 
ist countries are not quite unified in face of the developing 
countries end the reason for this is the relative weakness of 
Kuropean capitalism and its desire to maintain a certain degree 
of freedom of action with the developing countries. 


New Framework for International Relations 


Thus, the cld framework is no longer adequate for com- 
prising the sum total of the international economic relations 
with all the recent transformations they underwent. Hence, the 
task of establishing the so-called new economic system is sug- 
ested. Now, what is meant by the new international system ? 
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Obviously, this does not mean the establishment of a new 
economic order to replace the international capitalist system, 
for this task is mainly self-suggested by the working classes 
and the peoples in the capitalist countries, and they are the 
ones capable of handling it. 


However, no doubt, this will consequently provide favour- 
able international conditions. 


What is aimed at also is not the liquidation of the system 
of colonial exploitation in the colonies and its remains in the 
backward countries, for this task too is mainly self-suggested 
by the peoples of the developing countries and they are bound 
to handle it. No doubt, here too, that this will provide as well 
cavourable international conditions. 


What is actually aimed at here, is the system of interna- 
tional economic relations of a capitalist nature due to the exis- 
tence of both the capitalist and the developing countries within 
a single world capitalist market. It is a system of inequitable 
relations resulting from an extremely backward division of in- 
ternational labour and, thus is characterized by a colonial na- 
ture even fcr the countries which gained their political inde- 
pendence, as it implies the continuation of the phenomenon of 
plundering the resources of the developing countries and the 
exploitation of their peoples. 


For all this, what is aimed at becomes the abolition cf the 
system of inequitable international economic relationship, that 
which should be based on developing a new international 
division of labour in the developing countries as well as depends 
on a development strategy ensuring the liquidation of colonial 
domination there, 


Easing out inequitable international economic relations 
should, in fact, take tco directions : 


Towards the amendment of the organizational frameworls 
of the internaticnal economic relations, and towards the recti- 
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fication of the structure of these relations. Obviously, this 
latter direction is the most important as it deals with the de- 
velopment of international relations themselves so as to over- 
come the defects of the present structure, particularly, these 
~elevant to the evolvement of immediate development and the 
liquidation of economic dependence in the production and trade 
of the developing countries. Naturally, this trend confronts 
greater impediments and would take a longer time. However, 
the success of the developing country in realising its economic 
independence, provides it then with larger opportunities for 
entering into equitable international relations. 

As for the first course, the tendency to amend the or- 
ganisational framework of the international relations structure, 
this faces the status quo and attempts to amend the frame- 
work which collapsed as a result of the emergence of new in- 
ternational relations and the fall down of old assumptions. 
Hence, it accepts amendments tak‘ng the form of.measures, 
arrangements or reorganisation of the existing international 
reJations structure. Around this trend, sperificallv revolve most 
endeavours to establish the so-called new international economic 
order. 


At this point, attempts are undertaken to find a better 
framework for solving the problems resulting from the present 
structure of international economic relations, a framework 
canable of correcting the way the mechanics of the world 
canitalist market are functicnine the introdu-ing a certain 
degree of organization aiming at limiting bv negative asnects 
of the structure of inesuitab'e international relations. Hence, 
tle attempt, virtually, to re-organize the world c»pitalist market 
bv reformulating the rules of behaviour and reformation of in- 
stitutions there. The significant thine about the attempt, is 
that it is done bv agreement ketween the two narties to the 
market. the canitalist and develonine countries. Hence, it is the 
develoving countries right to accent, resect or make their nar- 
ticipation a selective one according to the dictates of their in- 
terests. 


Thus, the attempt takes its course to intreduce a measure 


of agreed organizaticn into the international life so as to over- 
come the disorder in the mechanics of the world capitalist 
market. Such an idea as the international administration of the 
resources only mean the organization of the forces of the world 
market in favour of development operations. Thus the normal 
function of market forces was associated for long years in the 
developing countries with a repeated deficit, rarely followed by 
a surplus, or with unfavourable returns for the developing coun- 
tries. Hence, the confirmation of the concept that market forces 
shculd be subjected to organization and discipline so that the 
world market cculd become less exposed to fluctuations and 
turn into mechanics for the regulated grcwth of international 
production and trade. 


Obviously, the contradictions between the developing and 
the capitalist countries were not eradicated, and sharp con- 
frontaticn ketween them are by no means inconceivable. The 
severity of these contradictions have not even heen eased so far, 
but the way of solving them is beginning to change. Sclving 
the contradicticns is not done, as in the past, in favour of the 
capitalist countries alone. 


At this point, the effectiveness of the required cr adopted 
measures for a radical reorganization of the internaticnal eco- 
nomic relations, will largely depend of several favourable con- 
ditions, notably : 


First : The real progress realised by the develcping coun- 
tries in developing their economy starting from radical social 
transformations, complete dismantling cf the colonial structure 
there, up to industrialization, providing food, development of 
scientific and technolcgical potentialities and flourishment of 
relations of mutual benefit. And unless these far reaching 
changes are realised inside the developing countries. the trans- 
formations which could be reached at the international level 
would not have effective results. It is even possible then, that 
they are used by a small privileged group of déveloping coun- 
tries to develop increasingly se!fish interests; 


Second: Serious cooperation among the developing coun- 
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tries themselves, whether for cancelling restrictions on exchang- 
ed trade, or for common planning for joint investments. 


Thence, it would be particularly important to take into 
account the contradict:ons within the front of the developing 
countries, among the developing countries, between the oil and 
raw material producing countries and the less developed ccun- 
tries with the aim of enhancing the ability of all developing 
countries for confrontation. No doubt, that the allocstion of 
1 percent and 3 percent of the national revenue of the oil coun- 
tries for aid to the other developing countries, is a worthy act 
on their part; 


Third: Expansion in cooperation between the developing 
and the socialist countries on grounds that it is a cooperation 
of a non-capitalist texture for international economic relations 
representing an example of equitable international relations. It 
would also be a means of introducing new elements of stability 
in international trade so as to require the conclusion of long- 
term agreements covering trade as well as financial and technic- 
al cooperation agreements for establishing product*on projects 
reconsidering the present pattern of labour division. 


Continuation of the Battle of the Economic Independence 


Thus, when attempts are made now for the formation of 
a new framework for international economic relations between 
the developine and capitalist countries under the term the “New 
International Economic System”, it should not be confused with 
the struggle of the developing countries for gainine econom‘c 
independence, for independent development, for the liquidation 
of coJonial exnloitation, and, consecuently, fully dismantling the 
structure of inevuitable international economic relations. Top- 
pling the colonial rule is an important issue, yet, gainine nolitic- 
al indenendence is but the first step towards the realisation of 
indenendence. Hence. the main nart of the nationa! Jiheration 
movements would te the strusrele for economie indenendence 
and sovereignty over natural resources. At this phase of the 
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struggle, it is imperative to shoulder the tasks of easing off 
dependence in international trade and liquidating all aspects of 
inequitability in international economic relations. 


In this respect, the endeavour for the establishment of a 
new international economic system comes as a vital support for 
the battles of economic independence, True, these endeavours 
are not alone enough for the achievement of economic emancipa- 
tion of the developing countries, yet, they, no doubt, provide 
better international conditions as well as better climate and a 
ketter framework for the direction of the battle of economic 
emancipation itself, since international legitimacy is now on 
the side of the developing’ countries. 


Nevertheless, we should not be lured into the illusion that 
the capitalist countries face all these developments with satis- 
faction and acceptance, or calmly and submissively. For their 
immense ability to get along with new world positions make 
them, without ever stopping over resistance, take various forms 
of what is considered neo-colonialism, whether that was by 
means of participation in capital, or by means of trusteeship 
over the pattern of industrialization of technological trustee- 
sh'p, or of marketing trusteeship, Hence, they do not balk at 
practising these methods even while negotiating for the es- 
tablishment of a new international economic system. 


Yet, we are confident that world capitalism has never been 
so desperate in its action, and that is due to its several suc- 
cessive defeats in many parts of the world. Whatever its 
shrewdness, no doubt that current international endeavours for 
the erection of a new international economic order, should they 
adhere to the course of complete liquidation of inequitable 
relations and depend on the unity of the anti-colonial world 
front, would open the doors for far-reaching large battles 
portending many other successive defeats for world capitalism. 
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DEVELOPMENT EXPERIENCE IN IRAQ 


by 
Dr. FAKRY KADDOURY 
Head of the Economic Affairs Office 
of The Revolution Command Council 


Prologue : 


This brief research, though centering on the development 
experience in Iraq after the July 1968 Revolution, the aspira- 
tions and movement of which we are currently living, will in- 
tensively review the pre-1968 stage far a fuller historical 
evolution. 


First Part: The Period from the End of the British Mandate 
Till the July 1958 Revolution 


The country during’ this period, under the defunct mon- 
archy, was marked by all the characteristics of foreign depend- 
ence as Well as foreign political and economic influence, control 
over crude oil production and marketing by monopolistic oil 
companies, dominaticn of feudalism in agriculture, and of 
private capital in industry, commerce, banking and insurance 
erganisations, economic organs and other services. 


Hence, all Iraqi territory withcut exception became a con- 
cession of the monopolistic oil companies hclding long-term 
contracts covering as much as 75 years, with the nearest ex- 
piring by the year 2000, and the latest by 2012. Thcse companies 
paid the Iragi government at the time and up to 1949, a sum 
of 4 shillings in gold for each ton of crude oil produced for 
export; the sum rose to 6 shillings per ton at the beginning of 
195%. According to the 1952 agreement, retroactively enforced 
as of 1951, net profits were to ke equally shared between the 
Iragi government and the monopolistic companies. Thus the oil 
wealth was largely plundered and exploited as the companies 
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cortrolled the volume of production as well as exports; oil 
matters and figures were even a jiqsaw confined to those com- 
panies while the national technical cadres knew nothing of its 
secrets. 


The Iraqi market was, on one hand, an open market for 
the circulation of the goods and commodities of the colcnial 
countries, and, on the other hand, a market for supplying those 
countries with cheap foodstuffs and raw materials. 


The monarchy, feudalism and big capital all relied upon 
the support of the cclonial circles, notably Britain which re- 
linquished the formula of overt mandate to resort to covered 
mandate through the “political independence” emptied of any 
purport or content with all this entailed of domination and in- 
fluence in the country in the political, military, economic and 
social spheres. 


As a result of this situation, Iraq lived for decades with- 
out knowing the true meaning of development and evolution, it 
rather knew backwardness, exploitation and dependence in their 
full scope. 


Hence, this people lived on for decades since the turn of 
the century and until the 1958 Revolution, in ignorance, poverty, 
sickness and exploitation, an extension of the same conditicns 
which started centuries back in the history of this country. 


Though the reconstruction Counil and Ministry created in 
the early fifties undertock a number of projects, these were 
very limited and not independent of the susnect and exnlo‘ting 
foreign relationship, whether in the stage of study or those of 
preparation and execution. Furthermore, these projects, for all 
their limitation, were completely vnrelated to the cencent of 
overall plannine or to the genuine obiectives of the masses. This 
was not surprising since the nsture of the existine res‘me at 
the time was contradictory to the ccncrent of overall planning 
as well as to the genuine objectives of the masses. 
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Second Part: Period between the July 1958 and the July 1968 
Revolutions 


With the July 14, 1958 Revolution, the monarchy fell ahd 
the Iragi Republic came into being trying to transfer Iraq from 
its backward dependent position to an advanced independent 
one. Under governments which took over power during this 
period, several steps and achievements were realised along the 
course of political, economic and social liberation. Hence, the 
Land Reform Law was promulgated, Iraq disengaged itself 
from the Sterling zone, the State declared the restoration of 
more than 99 per cent of the territory covered by concession 
contracts to the monopolistic oil companies and a law was 
issued establishing the National Iraqi Oil Company, and several 
agreements for economic and technical co-operation as well as 
for trade exchange, were concluded between Iraq and a number 
of socialist countries, notably, those concluded with the Soviet 
Union for the implementation of development prcjects in Iraq. 


Later, banks, insurance companies and a number of large 
factories were nationalized; this was accompanied at certain 
periods, by forward steps in the social, educaticnal and health 
fields. 


This decade, notwithstanding the prominent progressive 
sleps undertaken, was marked by a kind of political instability 
which, for factors relevant to the nature of the regimes which 
took over power during that period and the circumstances 
through which they passed, was a reason for the limitation cf 
steps taken towards the intensification of political independence, 
and economic and social liberation while the issue of develop- 
ment in Iraq was not undertaken seriously or extensively 
enough. 


As rezards political independence, Iraq remained weak in 
bilateral relations, and on the international level in seneral; it 
fell during certain pericds under suspect foreign influence. On 
the economic level, foreign trade, exports and imports, rem2in- 
ed in the hands of the private sector; land reform was still 
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faltering and unable to encompass, seriously and on a large 
scale, a social and economic purport; the Iraqi National Oil 
Company remained a label for a major national objective with- 
out being able to actively exercise its responsibilities, and this 
Company remained floating over growing problems between the 
Iraqi government and the monopolistic oil companies while the 
government failed to put an end to the intransigent stand and 
exploitation of those companies; these latter even maintained 
control over the policy of drilling, production and exportation, 
and, consequently, the most Serious issue persisted in the life 
of the society and its political independence, that is, the main- 
tenance of oil production in the hands of the monopolistic com- 
panies and the association of the country’s destiny with, and 
its dependence on the whims and will of those companies. 


As for as planning for development is concerned, in the 
wake of the. July 1958 Revolution, the Reconstruction Council 
and Ministry were abolished and a new method was initiated 
for the orientation of the financial resources; hence, provision- 
al economic plans were laid down as of 1959. However, the 
turbulent conditions the country witnessed during that period, 
coupled with lack of vlanning experience, led to the concentra- 
tion of those plans on limited activities represented in the. 
completion of projects already undertaken by the Reconstruc- 
tion Council and the introduction of a number of necessary. 
complementary projects. 


Planning activity finally culminated during that: period in 
a five-year plan from April 1st, 1965, to March 31, 1970. This 
could be considered the beginning of the quinary planning for 
economic development programmes in the country. This plan 
was marked by giving top priority to the agricultural sector. 


Notwithstanding these steps, development planning during 
that veriod was characterized by the following : 


1 — The development process in the countrv remained de- 
pendent on oil revenues. which were subjugated to the will and 


policies of the monopolistic companies; consequently, develop: 
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ment in the country was unsure and exposed as a result, to 
severe dislocations... 


2— The planning process for development was largely 
lacking as it failed to plan the oil sector, that which was not 
possible with the existence of the monopolistic oil companies. 


3 — The planning process in its entirety remained de- 
pendent of, and limited by the oil sector as well as exposed to 
its unpredictable changes, rather than it being’ part of the 
planning process and determined by the strategic targets of the 
overall planning. 


4 — The planning process remained, as well, centered on 
economic development, rather than seriously encompassing 
social development in its various aspects. Furthermore, the 
planning process did not include either planning social trans- 
formations or the qualitative and structural changes in the 
economic and social relationships within the society. 


5 — Failure to take large steps towards developing 
technical planning bodies and civic cadres in the planning do- 
main and to promote the necessary planning methods and 
means. 


Third Part : The Period Sarting with the July 1968 Revolution. 


First — Observations : 


1 — In the wake of the July 1968 Revolution led by the 
Socialist Arab Baathist Party, the authorities, finding them- 
selves before a mid-way five-year development plan, opted for 
taking it through to its scheduled completion on March 31, 1970, 
while introducing the necessary and feasible rectifications over 
the remaining period, on the one hand. On the other hand, they 
used the same period to prepare the technical and human re- 
quirements for a future five-year plan drawn up according to 
@ new principle, that of the national and socialist revolution. 
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Hence, the first five-year development plan under this revolu- 
tion Was drawn up to start on April 1st, 1970 and end on March 
31, 1975. A nine-month phased programme was added so as to 
end on December 31, 1975, for a second five-year develcpment. 
plan to start as of January 1st, 1976, and end in 1980, in ac- 
cordance with the new policy of unifying beginnings and ends 
of all plans, budgets, and economic, financial and import pro- 
erammes of the State and the public sector organisations. 


2 — Economic and social development in the country was 
not isolated from the the political and nationalistic aspect; 
hence, the strengthening of the national unity, the establish- 
ment of the progressive national front, and the reinforcement of 
confidence and revolutionary spirit among’ the masses, were 
important steps towards the realisation of development in this 
country. 


3 — The Revolution faced elements, pockets and circles 
which endeavoured by all means to’ bar the course of develop- 
ment and socialist transformations; they even tried to strike 
and contain the Revolution. However, the Revolution led by 
the Socialist Arah Baathist Party, was stronger than these 
conspiracies and mancsuvres and concentrated its efforts, when 
still in its early years, on the liquidation of soying networks 
and suspect agent peckets, as well as wiped out from its way 
rivhtist influences’in al! their forms. Hence, it paved the way 
for the comprehensive and rapid development which the country 
is currently experiencing. 


4 _. The Revoluticn started by deepening and enlarging 
the foundations of socialist transformations : The Land Reform 
Law was amended, the activity was expanded to establish 
agricultural co-operatives, farmers, associations and State 
farms; the State expanded and intensified the varicus services 
previded te the farmers of machinery, fertilizers, seeds, guid- 
ance and cthcrs; it promuigated the Lahcur Law in 1970 which 
guaranteed workers’ rights as regards wages, evaluation, 
discipline, and security, According to this law, a certain per- 
centage of public organisations’ profits were to be obligatory 
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allocated for financing labour vocational, training and services 
institutions : housing, health and education, in addition to 
public services provided by the State to the citizens at large. 


5 — The Revolution sought the growth of national income 
at a quick pace as well as redistribution of income in favour 
of the middle and low-income categories. These measures were 
not limited by a certain date or confined to one or a few aspects, 
rather, measures and steps towards raising the living standard 
of the people in general, and of the workers, peasants and civil 
servants in particular, extended over the years of the Revolu- 
tion’s rule as well as took different forms and formulae. 


The national Iraqi income in 1974, reached 10550 million 
dollars accarding to the 1974 prices. The national income reach- 
ed this level thanks to the high growth rate which reached 10.3 
per cent during the period 1969-74, according to the 1969 prices; 
this growth rate is expected to rise during the 1976-80 five-year 
plan to about 15,5 per cent. 


Meanwhile, the per capita average rate spiralled from 324 
dollars in 1969 to 456 dollars in 1974 according to the 1969 
prices; in other words, the real per capita average income rose 
by about 41 per cent during that period. Taking the 1974 prices, 
the average per capita income would have reached in that year 
1007 dollars and is expected to reach 1911, by 1980, according 
to the 1974 prices, or with an increase of about 90 per cent. 


a) Hence, on February 8, 1974, education at all its levels 
became free and the State provided all the student’s education- 
al requirements of books, notebooks and so on, free. 


b) Hospitals and health centres provided free treatment, 
and these health centres spread all over rural and remote areas. 
Medical graduates in all branches were required to serve obliga- 
tory in the rural areas first and for a certain period before they 
are allowed to work in cities so as to insure health services 
to the bulk of peasants and inhabitants of the rural areas. 


c) Twe Revolution gave particular importance to educa- 
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tion and health sectors on grounds that this was primarily a 
humane issue while it forms at the same time the solid basis 
for human development closely connected with economic devel- 
opment. Hence, large funds were allocated. whether in the 
development plan or the public budget for the expansion of 
education and health services as well as for raising their 
standard. Thus, the funds allocated for these two sectors in the 
public budget for the fiscal year 1976, for example, were in- 
creased as compared to the previous year’s allocations by more 
than double the rate of growth in overall expenditures in that 
budget. 


d) Several of these services and staple goods are offered 
to people by State and public Sector organisations at less prices 
and fees than the real cost. The State and its organisations 
provided the required subsidy so as to reduce costs for the peo- 
ple, particularly those with limited incomes. While the public 
budget for the fiscal year 1976, earmarked, for instance, some 
450 million dollars to subsidize prices of certain staple com- 
modities, the real sum, taking’ in account the burden laid on 
public sector organisations’ budgets by subsidies to stabilize 
prices, adds up to more than 500 million dollars in that year 
alone. 


e) Providing farmers with machinery, seeds, fertilizers 
and other things at prices less than their cost as well as with 
other free services, on one hand; and the improvement in the 
prices of their agricultural and livestock production, on the 
other hand, led to a significant rise in their cash incomes, and; 
consequently, in their living standards. In addit‘on, the State 
is still providing large-scale services implement'ng a plan to 
build more hospitals, schools, roads as well as to provide fresh 
water and electricity. Thus, the State adopted a plan to extend 
fresh water and electricity to villages and rural areas as well 
as to connect them with roads and build housing complexes for 
farmers. 


f) Meanwhile, workers also gained a rise in their wages, 
improved working conditions and social security while free 
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ecucation and health services, and housing projects undertaken 
ky the State, were reflected in « higher standard of living for 
them. 


We note in this respect an achievement under the July 
1968 Revolution, never before realised in the history of Iraq; 
the availability of jobs for everyone seeking work. Development 
plans under the Revolution prov:ded vast fields of work whick 
absorbed available national manpower that Iraq even started 
encouraging manpower, technicians and specialists from the 
Arab and friendly countries, inviting them to participate in the 
comprehensive and rapid development movement, currently 
underway in the country. Hence, empicyment figure was estimat- 
ed in 1969 at 2,4 million working people, rising in 1974 to 
acout 2.9 millions; in cther words, the Revolution was able 
during five years only to provide some half million jobs and 
the hope is to add some 700,000 new jobs by 1920. 


Second — Oil and Development 


1.— The Revolution’s. view of crude oil was farsighted and 
comprehensive : The maintenance of the monopolistic oil com- 
panies domination and contrcl over a large and important part 
of our economy would be q threat to our political independence 
ard a big impediment to development plans in this country. 


In the early days. of the Revolution, foreign cil companies 
rescrted to manceuvres and threats, they even went as far as 
te aim at undermining the progressive require through reduc‘ng 
production and exports, and consequently cutting down the 
country’s revenues of financial resources when they felt that 
the national regime was firmly intent on liquidating preblems 
existing at the time with them and which have been accumulat- 
ine without resolve for more than a decade. 


The revelutionary authority in Iraq was fully aware of 
these monopolistic companies’ attitude and manoeuvres and the 
leader and President Ahmed Hassan Al Bakr announced the 
resolution’ of the Party and the Revolution on June, 1972, na- 
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tionalizing the operations of the Iraq Petroleum Company by 
which the Revolution dealt the monopolistic oil companies its 
decisive historical blow. Consequently, the Revolution scored 
another victory by liquidating the outstanding issues and prob- 
lems with the monopolistic oil companies in the March Ist, 
1973, agreement whereby the Iraqi government tcok over the 
operations of the Mossoul Petroleum Company as well. The 
Basra Petroleum Company, however, remained trying for some 
time to drag Iraq into the pitfalls of the participation formula. 
As a result of successive nationalizations of the shareholds of 
Basra Petroleum Company, all its operations became govern- 
ment ownership. Thus this cil wealth come into the hands of 
the state, directly subject to its policy and forming a significant 
part of the development plan in the country. 


The sound and enlightened planning by the leadership of 
the Socialist Arab Baathist Party which gave the example in 
this grave issue, was the decisive factor in the success of the 
nationalization battle and the State’s control over the operations 
of the mcnopolistic oil companies despite all the manoeuvres, 
pressures, provocations and threats bv those companies, even 
after the nationalization and for several months. 


The masses’ adoption of the nationalization step and their 
acceptance of the extraordinary austerity were truly the most 
outstanding and profound such feats ever recorded by this peo- 
ple over its history. The people, thus, truly expressed its deep 
confidence in its leadership as well as its ability to sacrifice 
and fight for the consol‘dation of its political independence 
and the liberation of the national economy as well as for 
enabling Iraq to play its part in national develonment as well 
as shoulder its nationalistic and human responsibilities. 


The brotherly Arab countries and the friendly countries, 


notablv. the socialist countries, voiced their warm support for 
the nationalization step and backed Iraq, morally and mater'ally. 


The Revolution in Iraq, since its inception in July 1968 and 


— 247 — 


till the second quarter of 1973, or for about five years, under- 
went financial conditicns which were sometimes difficult, at 
others, extremely critical; which conditions, largely determined 
development programmes in this country. The recent short 
period since the second quarter of 1973 and till the present day, 
or less than three years, was a pericd of financial boom; it was 
during this period specifically, that this country was able by 
its will and revolutionism, to adopt the rapid and compre- 
hensive development plan. | 


The Revolution in Iraq was not satisfied in the oil sphere, 
with the nationalization of the operations of the monopolistic 
oil compan‘es only, it rather sought since its early years, to turn 
the national Iraai Oil Company into a serious machinery under- 
taking direct naticnal investment, primarily in the north 
Rumailah fields; this step was successfully carried cut by €co- 
nomic and technical cooperation with the Soviet Unicn, and 
direct national oil production started in April 1972. Previous 
to this date, Iraq had already started building its own fleet for 
oil transportation and the stand of the Spanish government at 
the time decisivelv resulted in the construction of the first seven 
tankers in Snanish dockyards, which were successively deliver- 
ed to the Iraqi National Oil Company. 


Crude oil is now in the hands of this people and the 
relevant policy became part of the overall planning operation, 
for without the oil nationalizaticn, Iraq would not have been 
able to implement the rapid and vast development plan the 
country is currently witnessing. Furthermore, the Revolution 
used oil in our nationalistic battles. and earmarked a significant 
portion of nationalized oil revenues for the reinforcement of 
the national struggle as well as for assisting the developing 
countries with their development programmes. 


Third — Socialist Transformations : 
1 — We previously mentioned that foreign trade, imports 
and exports, during the veriod from the July 1958 Revolution 


to the July 1968 Revolution, was in the hands of the private 
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sector. In the wake of the July 1968 Revolution, however, a 
five-year plan was drawn up whereby foreign trade was 
gradually transferred from the private to the public sector 
which now controls about 90 per cent of the foreign trade ix 
additicn to oil which is fully under State control. 


Meanwhile, developments in the same direction took place 
in the other economic sectors. 


Hence, in the commodity sector, the public sector share 11 
production in 1969 was 18 per cent as against 82 per cent for 
the private sector; whileas, in 1974, the public sector's share 
rose from 18 per cent to 61,1 per cent as against a drcp in the 
private sector’s share from 82 per cent to 38,9 per cent. 


Moreover, according to the target of the five-year plan 
1976-1980, the public sector’s share will rise again from 61,1 
per cent to 81,2 per cent as against another drop in the private 
sector’s share from 38.9 per cent to 18,8 per cent. Thus, by 
1980, the public sector will have acquired the same share the 
private sector held in 1969. 


In the distribution sector, including banks, wholesale and 
detail commerce, transportation, and communications, the public 
sector’s share in 1969 was 27,7 per cent as against 72,3 per cent 
for the private sector; whileas, in 1974, the public sector’s 
share rose from 27,7 per cent to 48,7 per cent as against a drop 
in the private sector’s share from 72,3 per cent to 51,3 per cent. 
According to the target of the five-year plan, 1976-1980, the 
public sector’s share will rise once more from 48,7 per cent to 
71,9 per cent as against another drop in the private sector’s 
share from 51,5 per cent to 28,1 per cent. Hence, in this sector 
too, the public sector will be controlling by 1980, almost the 
same share the private sector controlled in 1969. 


Meanwhile, in the sphere of gross local product, taking into 
account the services sector, the public sector’s share in 1969, 
was 29.2 per cent as against 70,8 per cent for the private sector’ 
whereas in 1974, the public sector’s share rose from 29,2 per 
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cent to 68,7 per. cent as against a drop-in the private sector’s 
share from 70,8 per cent to 31,3 per cent. According to the five- 
year plan, 1976-1980, the public sector’s share will ke rising 
once more from 68,7 per cent to 82,2 per cent as against another? 
drop in the private sector’s share from 31,3 per cent to 17,8 
per cent. 


Fourth — in the Sphere of Planning Organisation : 


1 — Our society, heading towards socialism, is seriously 
seeking to raise the standard of planning cperations as well as 
to. improve constantly, their human and technical requirements 
with the aim of achieving the comprehensive planning accord- 
ine to a unified long-range perspective so as to reach the highest 
growth rates as well as justice in distvibution of incomes; to 
promote co-ordination and intevration with the Arab countries 
towards an Arab economic un‘ty; to make use of bilateral, 
collective and international economic relations in reaJisation cf 
mutual interests, to reinforce the peoples’ struggle for libera- 
tion; to strengthen the anti-imnevialist, anti-racist camv; and 
to seek the establishment of International economic relations 
based on justice and equality. 


2— The Revolution undertook for the first time in the 
history of Iraq, the preparation of a long-term plan covering 
a period extending to 1995 so that the five-year develonment 
plans would be envisaged within the context of the long-term 
plan, the preparations for which already went a long way; it 
is writing for discussions preliminary to its adoption. 


3 ~. Meanwile, the secend five-year development plan, 
1976-1980; is in the last phases of its revision pend'ng its adop- 
tion. According tothe plan, the volume of government invest- 
ments are expected to be between 30 tc 35 billion dollars as 
compared to about six billion dollars earmarked in the previous 
five-vear plan, 1970-1974. This shows the large size of develop- 
ment the ecuntry is to witness during the five ‘years from 1976 
to 1980, 
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4 — As regards planning bedies, the technical machineries 
were reinforced with national cedres; working’ methcds and 
data were developed; and relevant specialized centres and 
machineries were established. 


5 — Notwithstanding all these remarkable ‘achievements 
realized by the Revolution for the execution of a rapid and com- 
prehensive development, we still-face major tasks relevant to 
the future of these plans, and to the movement and progress 
of the society; foremost among these major tasks are the fol- 
Icwing : 


a) Impreving working efficien-y, and raising productivity 
rate in all public sector units, in particular, and private sector 
units in general. 


b) Rapidly transforming oil assets intc a secure and 
stable econcmic base by consolid2ting the agr‘cultural and in- 
dustrial sectors on grounds that Iraq is naturally an agricul- 
tural country, and an industrial one by virtue cf the scope of 
its potentielities. 


It is o: utter importance to change the structure cf the 
Iraqi economy which mainly depends on crude oil, an exhaustible 
resource in the long-run and always subject to the conditions 
cf the world market with all its monopolies and manoeuvres. 
It is equally important to restore the balance of the Iraqi eco- 
nomy as Weli as to liberate it from structural restrictions 
through long-term planning. 


c) Introducing modern scientific methods and technology 
as well as continuing their modernization while developing na- 
tional ability for evolution and creativity in these domains. 


Fifth — Development in Iraq, with its strategies, objectives, 
machineries and methods, is marked at this stage by a dis- 
tinguished character hitherto unknown in this country : that 
the political report issued by the eight regional Congress of the 
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Socialist Arab Baathist Party, defined the tasks of the next 
stage as regards the objectives and methods of economic and 
social development, closely connecting the development plans 
and the aspirations of the leading party, the Socialist Arab 
Baathist Party, for the construction of the unified Socialist 


Arab Society. 
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